© 00 N o o b~ w DN

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

VI RG NI A:
I N THE COUNTY OF WASHI NGTON

VI RG NI A DEPARTMENT OF M NES, M NERALS AND ENERGY

VIRG NI A GAS AND O L BOARD

MARCH 18, 2003

APPEARANCES:

MASON BRENT, GAS & O L | NDUSTRY REPRESENTATI VE
Bl LL HARRI' S, PUBLI C MEMBER

KEN M TCHELL, CI Tl ZEN APPO NTEE

BENNY WAMPLER, DI RECTOR OF THE DMVE & CHAI RVAN
DONALD RATLI FF, COAL | NDUSTRY REPRESENTATI VE
JIM McI NTYRE, CI TI ZEN REPRESENTATI VE

SHARON PI GEON, COUNSEL FOR THE BOARD W TH THE ATTORNEY
GENERAL' S OFFI CE

BOB WLSQON, DI RECTOR OF THE DIVISION OF GAS & O L AND
PRI NCI PAL EXECUTI VE TO THE STAFF OF THE BQARD



[ —

| NDEX
AGENDA AND DOCKET NUMBERS: UNI T PAGE
* % Li nkous Horn heirs - Kenneth Gsborne 3
1) VGOB- 93- 0216- 0325-01 Modi fication of 19

Cakwood Field Rul es
in multiple units

© 00 N o o b~ w DN

N N DN R R R R R R R R R
N P O © 00 N O 0o B W N B O

23
24

2) Standard form orders 77
3-5) 00- 0321- 0777 P-43 79
00- 0321- 0780 Q 44
00- 0321-0778 P-44
6) VAEOB- 03- 0318-1123 V- 535463 82
7) VAEOB- 03- 0318-1124 V-502677 87
8) VGEOB- 03- 0318- 1125 V- 535699 92
9) VAEOB- 03- 0318-1126 V- 535431 CONT.
10-11) VEOB- 03- 0318- 1127 AX-102 104
VGEOB- 03- 0318-1128 AX- 103
12-15) VEOB- 03- 0318-1129 EE- 31 118
VEOB- 03- 0318-1130 EE- 32
VEOB- 03- 0318-1131 FF- 31
VEOB- 03- 0318-1132 FF- 32
16) VGEOB- 03- 0318-1133 Z- 39 W THDRAWWN
17) VGEOB- 03- 0318-1134 BB- 100 132
18) VAEOB- 03- 0318-1135 825092 97
** M nutes of |ast neeting 137
*x Consol Energy Conpany's nanme mnerger 138

and nane change



1

© 00 N o o b~ w DN

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

***Copy of agenda attached



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BENNY WAMPLER: Good norning. We'Ill call the

nmeeting to order. M nane is Benny Wanpler. |'m Deputy
Director for the Virginia Departnent of Mnes, Mnerals and
Energy, and Chairman of the Gas and G| Board. 1'Il ask the

Board menbers to introduce thensel ves, starting with M.

Brent.

MASON BRENT: My name is Mason Brent. |'mfrom
Ri chnond and | represent the gas and oil industry.

KEN M TCHELL: M/ nane is Ken Mtchell. |I'mfrom

Stafford County, Virginia, and I'ma citizen appoi ntee.

SHARON PI GEON:  Sharon Pigeon. I'mwth the office

of the Attorney General.

DONALD RATLI FF: Donald Ratliff from Wse County,

representing the coal industry.

JIMMINTYRE: JimMliIntyre, Wse, Virginia. |I'ma

citizen's representative.

BOB W LSON: ' m Bob WI son. I'mthe Director of

the Division of Gas and G| and principal executive to the
staff of the Board.

BENNY WAMPLER:  Thank you very nmuch. 1'mgoing to

depart fromthe agenda just a little bit this norning to
follow up on our |ast neeting. W asked M. WIlson to neet
with the fol ks that had sone questions on the escrow. |If you

will, give us a report on that, M. WIson.
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BOB W LSON: | will. We nmet in our office in

Abi ngdon with M. Gsborne and M. Pete G uback, his attorney.
We had an extensive neeting, about two hours plus a bit of a
question and answer session afterward. The di scussion

| argely centered around the actual proceeds, or the procedure
| should say, regarding the escrow account. W went over
sone specific orders that involved the Linkous Horn heirs,
whom M. Gsborne represents. | think M. d uback actually
di d sone cal cul ati ons based on those orders to determ ne
their interest. W |ooked at sone of the aspects of the
escrow anounts that were being showmn. Then M. d uback and
M. Osborne and others, used our conference roomfor a
further couple of hours to discuss the...their persona
situations further. W did not discuss sone of the itens
that we discussed last tine. W did not discuss the gap in
paynment or anything of that sort. As | said, the neeting was
much nore general than that. W did supply the necessary
records of past Board actions for themto | ook at. W
supplied information relative to escrow account, anounts and
this sort of thing. The neeting was quite successful, |
think. M. Osborne and | tal ked a couple of tines since
then. W may have ot her neetings, as necessary, if he

deci des he needs that.

BENNY WAMPLER. Ckay. And | also told M. Gsborne
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that we'd give hima few mnutes to address the Board this
norni ng rather than make themto stay here. | explained that
typically...we...those are things we would take to the end of
t he agenda. But rather than have them have to wait during
that time we would...we would hear fromthemthis norning.
M. Osborne, if you'll just state your full name for the
record, please.

KENNETH OSBORNE: My nane is Kenneth OGsborne. |'m

desi gnat ed spokesman for the Linkous Horn heirs. M.

Chai rman, again, thank you. |'msorry about the
m sunderstanding. | appreciate you all letting ne speak.
al ways ask before...I'mfilmng this.

BENNY WAMPLER: That's fi ne.

KENNETH OSBORNE: Does anybody have any objection

tome filmng this?
(No audi bl e response.)

BENNY WAMPLER: Par don?

BOB W LSON: Does he need to be sworn?

BENNY WAMPLER: | don't think so, not just to

address us this norning, no. Unless a Board nenber objects,
| have no objection to having it on tape.

MASON BRENT: Not unless he intends to give

t esti nony.

BENNY WAMPLER.  Right. If you're just addressing
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the Board, you don't need to be sworn. You know, if
you're... if you're going to give testinony that would be
used for sonething for the Board, then you do need to be
sworn. So, |I'll |eave that up to you

KENNETH OSBORNE: At this point, | don't think that

| need to be sworn.

BENNY WAMPLER:  Ckay.

KENNETH OSBORNE: Once again, as always M. W] son

is always real hel pful about helping us. Like I said before
at the last neeting, I'mnot an attorney, and |I'm not an
expert on this. For the common person, sone of these figures
and stuff is really hard to understand. But he was really
hel pful on the other stuff.

But still the gap that | showed you. | apol ogize
for not having sone of these to pass out to the Board
menbers. The gaps fromwhere the wells produced up until the
time that the actual escrow account was opened. |I'mstill,
you know, trying to figure out howthis...the nonies for

these nonths is figured in.

And also, I"'mstill trying to | earn exactly the
process of this. So, | guess, what | need to knowis, is
there any...is there any regulation...is there anyone that

governs...whether it be Consol, Pocahontas, Buchanan

Production or whoever, is there any...any conpany or any
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agenci es or anyone that governs or keeps an eye on these
figures that they turn in? To ny understanding, and |'m
just...l"mjust using a nunber here just to get ny point
across. And let's say for one nonth, production is $500, 000.
Now, to my understanding, the up front production, let's say
it be $250,000, now am| to assune this is a figure that
Consol or Pocahontas turns in as production up front? And,
in fact, if it is, does anybody...is there any agency...is
there anyone that regul ates these figures? |Is there anyone
t hat keeps a check on these figures? |'mhaving...|'m having
troubl e believing that the overall escrow account at this
point is around $7, 000,000 from si nce 1997 when production
started. That's just...l'mhaving trouble believing the
escrow account only has $7,000,000. You can get the
productions of the wells, how many wells by county or by
conpany, how nmuch their production is per nonth, per year and
if you take these and you just use the nodest dollar figure
of $3, $3.50 or $4 per 1000 cubic feet and it's just...it
amazes nme that the escrow account is only $7, 000, 000.

BENNY WAMPLER.  Wel |, you do realize that a | ot of

parties that are | eased parties that are not in the escrow.
So, you can't just take the production nunber and nultiply it
by sonme anmobunt and say that's what the escrow shoul d equal ?

KENNETH OSBORNE:  Correct.

8



BENNY WAMPLER:  So, that...you know, that would be

a mpjor disparity there to begin with. M. WIson, do you
want to address the production...his question about who
regul at es what ?

(Bill Harris enters the room)

BOB WLSON: The operators are required to report

gross production to the Division of Gas & O l. They do that
on a nonthly basis. There is a delay, of course, between the
end of the reporting nonth and tine that they report because
of the significant anount of reading and verification and
such that has to be done to get these nunbers together. They
are required to report gross production to us. These are the
sane figures that are used to establish their tax burden,

etc. W do not check their neters. W do not audit their
reports or anything of this sort. They send reports to us.
They sign them W accept themin the sane way that we
accept basically signed and delivered information.

The cost, as M. Wanpl er just addressed, the anount
of noney in the escrow account reflects the percentage of
total production that has been ordered by the Board to go
into escrow. Any well or any unit that has not cone before
the Board, the Board has no know edge of and no jurisdiction
over. Any voluntary agreenents that are reached, the Board

has no jurisdiction over. So, the actually noney in the

9
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escrow account represents sone percentage of overal
production. W have no idea how nmuch. But | woul d suspect
that it's a relatively | ow percentage of the overal
producti on because the vast nmgjority of production is paid
directly to individuals and never passes through the Board's
jurisdiction. Any funds that are suspended or escrowed or
otherwise held that...for wells that have not cone before the
Board is done so entirely by the operators and the Board has
no jurisdiction over that as well.

BENNY WAMPLER.  So, it's just for those...just so

you understand it, it's just for those cases that cone before
the Board where we order that that noney be paid into escrow.
That's all you going to see in escrow rel ated production to
that. So, it would be a percentage of that production.

What ever percentage in certain units that was pool ed.

BOB WLSON: | mght point out that some units that

pass through here, |ess than one percent of the entire unit
IS subject to escrow, even of the units that cone before the
Board. There are many units that are drilled, many wells
that are drilled that the Board never sees.

So, the total production figure would not be a good
i ndi cat or of what should be in the escrow account unless you
had gone back and cal cul ated the actual percentage of acreage

that's under production in the entire state that is subject
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to Board order.

MASON BRENT: | mght also point out that there

have been noney in the escrow account that have been
distributed if folks have...parties of conflict have cone to
terms and arranged to split the production of incone, then
that noney flows out of the account.

BOB W LSON: | believe we have di sbursed sonewhere

in order of $2,000,000 to date.
BILL HARRIS: M. Chairman, may |?

BENNY WAMPLER: Yes, M. Harris.

BILL HARRIS: Bill Harris. |I'msorry I'mlate. A

public nmenber fromBig Stone. I'msorry | wasn't here
earlier for your remarks.

A couple of things that sort of cane to mnd as you
wer e aski ng about accountability, | think, for the
conpani es.

KENNETH OSBORNE: Yes, sir.

BILL HARRIS: If...you know, if the neter says, you

know, 200, 000, 000 one day and 205, 000, 000 the next day, you
know, who is follow ng behind them |'mnot sure that
soneone does. |I'msure that there's sone systemin place
where checks and bal ances in terns of the honesty of the
person reading the neter...| nean, because | know m st akes

are made and that sort of thing. You're...|l guess you're

11
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aski ng who follows behind the conpanies to nake sure that
that is indeed the anount of noney that was...the anount of
gas that was pulled fromthe well. That's one the
question... | can't answer that. | don't know if someone can
answer that.

BOB WLSON: No, | think that we're probably noving

into areas that would require outside |legal action to do. O
course, our regulation...our |aw and regul ati on does not
provide for us auditing the production nunbers that we get

in. That is the sort of thing that would require a rather
sizable staff and quite an operation to follow behind all of
these and audit. W're just not authorized or given any kind
of mandate to do that sort of thing. And, again, | suspect
if there were questions that arose in that nmanner, that
the...there would be a civil action necessary to cause any
nmovenent on that.

BILL HARRI'S: The other point is about escrow ng

your...it varies fromsituation to situation. But you're
probably tal king what one-eighth royalty when we do talk
about divvying noney. So, you're |ooking at an eighth of the
profits...well, I"'mnot sure if they define it as profits,

but fromthe production. So, you're | ooking at one-eighth of
that and not all of that is escrowed. |It's usually a portion

of that. So, | don't knowif the anbunt is a |l arge anount or

12



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

a low amobunt. | guess, you're suggesting that that's |ow. ..
the 7,000,000 is | ow considering the nunber of years of
pr oducti on.

KENNETH OSBORNE: Yes, sir.

BILL HARRIS: | don't knowif...l can't say that it

is or not. But I do know that the nunber of people involved
or the percentages are very | ow because, again, you're

| ooki ng at one-eighth royalty before you even start dividing
t hi ngs up anong the people who have interest as well. So,

t hat doesn't give you a dollar anopunt.

BOB WLSON: | mght point out that insofar as the

escrow account is concerned, we are required to enforce the
terms and conditions of the Board order and the Board orders
require noney to be deposited into these accounts. W have,
of course, in the past found instances where m stakes have
been made and we have investigated and we have fol |l owed. W
have caused nonies to be deposited when we found these
things. To the best of our determ nation, it usually has
been accounting errors that...nost of the conpani es have
accounting firns that do these things for them They may or
may not al ways understand all the ins and outs of these
things. Usually we find pretty basic errors sonewhere where
t he noney has not been earnmarked to go in the proper

direction. Wen we have found those, they have been renedi ed

13
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imediately. That's a very, very small percentage of the
orders that we've had any problens with. W do try to nake
sure that the orders that the Board has approved that require
est abl i shnment of escrow accounts are followed up on. The
escrow account is established as soon as the order is
executed such that as soon as production starts and the | ag
time has passed that noney can flow into that account. So,
we do follow up on it fromthat standpoint. The escrow
account itself is regularly audited by an outside independent
audi tor or contractor.

KENNETH OSBORNE: But the escrow account, that's

all that's regulated by the Board? That's all...that's al
that's required to be regulated by the Board is what's
escrowed?

Wth all due respect to the Board and with all due
respect to Consol, Pocahontas or whoever, the bottomline is
| guess they...they turn these figures in and what they turn
in gets turned in. | nean, nobody...nobody questions this.
Nobody follows up behind it. | guess that's the point I'm
getting at is it's not required for anybody to question the
figures or follow up behind them correct?

BOB WLSON: Again, in reference to the escrow

account now, the...at the nmonment of disbursenent of funds

fromthe escrow account bal ance has to be achi eved in that

14
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account. The operator is ordered by the Board to present an
accounting fromday one to the date of the order to show each
deposit that has gone into that account and that they bal ance
with the bank's total for that account. So, at payout, there
is rectification of the account and bal ance. But, no, on a
daily basis, we do not follow up all these sub accounts.
There are literally thousands and thousands of i ndividuals
who are involved in that escrow account. W have found that
the only practical way that we can naintain the account is
maintain it to the level of the order such that we know
what's in each account that has an order for it. But we do
not break it down according to individuals.

BENNY WAMPLER:  Tel | hi m about the production

information that you receive...that the DGO receives.

BOB WLSON: I n what respect?

BENNY WAMPLER:  Just your annual production---.

BOB WLSON: Ckay. Yeah, we...we require that the

conpanies report to us nonthly the anmount of gross production
that they get by...on a per well basis. Many states---.

(M. Gsborne holds up a sanple.)

BOB WLSON: Yes, exactly. The kind of reports

that you have gotten fromus before. Many states all ow
production to be reported a | eased basis or other basis. W

require it on a per well basis. Each well has to be

15
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individually netered. W have to have a nonthly report...a
line itemreport show ng the anmount of production from each
well for that nonth. W require at the end of the year an
annual report which states the total amount of production for
the year. It states...it includes an operator's statenent,
all their severance taxes have been paid based on that
anount. So, we have a two-fold reporting system a nonthly
report and an annual report. They typically will conme in
about forty-five days after the end of the nonth has been
reported for. W enter it into our system But if your
question is, do we then audit those nunbers? No, we do not.

KENNETH OSBORNE: Again, with all due respect to

Pocahontas and Consol, what it boils down to is these figures
that they turn in here is the figures that they turn to you
and nobody goes back...they don't check the neters, they
don't check if $500,000 was right off the top for this or
that. Nobody...nobody is regulating this, correct?

BENNY WAMPLER: This Board is not charged with

regul ati ng any---.

KENNETH OSBORNE: Exactly.

BENNY WAMPLER. - --deductions. W' re just speaking

today fromthe Board's perspective.

KENNETH OSBORNE:  Yes, sir.

BENNY WAMPLER.  W're not...we're not charged with

16
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regul ati ng any deductions what soever that are taken as a
result of transportation or anything like that.

KENNETH OSBORNE: Correct. And, again---.

BENNY WAMPLER: It's nonitored at the well head.

The production nunber that we get are well head production
nunbers. That's how...howit's setup to go into escrow.

KENNETH OSBORNE:  Yes. But---.

MASON BRENT: |'Ill just say for what it's worth,

havi ng had experience in the gas industry, this production is
all taxable. The incone fromthis production is taxable to
the conpanies. So, if you start fooling around...if you are
a conpany and you start fooling around with your production
nunbers, you're getting yourself into a whole | ot of trouble
t hat nost reputabl e conpanies including these here are not
going to go in.

KENNETH OSBORNE: Well, again, with all due respect

to everybody that's involved, you know, if there's nobody...
if there's nobody here to challenge these figures and if
there's nobody here to regulate it, | nean, | just...you
know, | foresee a | ot of problens especially with the overal
anopunt in the escrow account. |'m..you know, |'m not
the...l"mnot the only one. It's just...|l just foresee a | ot
of problens. But |...but what | needed to find out mainly

was exactly which...l had a pretty good idea. But | just

17
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needed to know exactly what the law requires the Board to
regul ate.

BENNY WAMPLER: It's basically an enabling statute

that allows and affords conpanies an opportunity to cone in
here and to identify the parties and to pool those parties.
You know, obviously charged with setting up field rules and
the units and things |ike that to protect correlative rights.

It's all laid out in the statute. But to go into doing
audits of neters and those kinds of things or to regul ate
deductions that are taken, there's no authority given this
Board or no charge by the law to do that.

BOB W LSON: M . Chai r man. |'"'mnot sure, M.

Gsborne, if we've ever gave this to you or not, but Article
Il of the Gas and G| Act and the Gas & G| Board Regul ati ons
spell out pretty thoroughly exactly what our mandate is.

"Il be glad to get you copies of those if we haven't done

t hat al ready.

KENNETH OSBORNE: No, sir, you haven't.

BOB WLSON: Ckay.

KENNETH OSBORNE: And | just...l nean, wth what

|"'mgoing to proceed forward with, | just wanted to nmake sure
that, you know, | had all the details. And |like | said,
had a pretty good idea of what you all have to regul ate and

what you don't have to. Again, you know, like | said, the

18
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figures if nobody is there to question them and nobody is

there to regulate them then | just...you know, | foresee a

| ot of problens.

BENNY WAMPLER:  Wel |, any information we have is

public information.

KENNETH OSBORNE:  Yes, sir.

BENNY WAMPLER.  We' || be happy to work with you

wth that. M. WIlson, if he hasn't already, will get you a

copy of the statute.

You know, we'll answer any questions

t hat you have as you go.

KENNETH OSBORNE: |'m assumng now...and if |I'm

wrong, then I guess you all can tell nme, but I'm assum ng

the...these escrow account agents...l think it's in

Phi | adel phia or Pittsburgh or wherever. | nean, | don't

think it's a problemto check those records, is it?

BENNY WAMPLER:  Are you tal ki ng about our

bank. .. our bank escrow that the Board has? 1|s that what

you' re aski ng?

KENNETH OSBORNE: Well...yes, sir.

BENNY WAMPLER:  You were | ooking at them So, |

didn't know

KENNETH OSBORNE:  Well, 1---.

BENNY WAMPLER: But if you're tal king about as far

as the bank goes,

don't know whet her the bank would I et you

19
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in...you know, what they would do. Certainly, anything that
we have reports fromthe bank, the audit reports we have, any
of that is public record and it is available to you. W' ve
had conprehensive audits of the escrow several tines, and
have certified audits by independent parties. So, that's al
public record. Every quarter or as often as the Board asks,

t he bank gives us an update. That's all public record and
avail able to you.

KENNETH OSBORNE:  Ckay.

BENNY WAMPLER: | can't answer whether or not the

bank would allow you into their...you would have to ask them
We can certainly provide you with our contact person and,
you know, if they'll let you, that's fine with us.

KENNETH OSBORNE: Could | get that...could you get

that to ne, the contact person?

BOB W LSON: Sur e.

KENNETH OSBORNE: Ckay. Again, | appreciate you

all letting nme speak this norning.

BENNY WAMPLER: Sur e.

KENNETH OSBORNE: | apol ogi ze again for the

m sunder st andi ng about it.

BENNY WAMPLER. That's all right.

KENNETH OSBORNE: But | just...you know, | can't

say enough that nobody regulates it and nobody questions it,

20
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then it just appears to be a problem

BENNY WAMPLER:  Thank you very nuch.

KENNETH OSBORNE: Thank you, sir.

BENNY WAMPLER: The first itemon today's agenda is

a petition from Pocahontas Gas Partnership for a nodification
of OCakwood | Field Rules to allow for drilling of nmultiple
wells in the units DD-20 to DD 31, EE-20 to EE-31 and FF-20
to FF-31. This is docket nunber VGOB-93-0216-0325-01,
continued fromthe February neeting. W'd ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

MARK SWARTZ: Mark Swartz, Les Arrington and Rick

Toot hman.

BENNY WAMPLER. Do you need to...do we need to

swear? | guess we should go ahead and swear themin. o
ahead and do that in case we ask them a questi on.
(Wtnesses are duly sworn.)

BENNY WAMPLER: Do all the Board nenbers have a

copy of the transcript of how we...how we left it at the |ast
nmeeting? Basically, we said we wanted to cone back today and
make sure that we had...leave this on the agenda for any
foll ow up questions and make sure that we had addressed the
correlative rights issues. | believe that's...is there any

clarification to that?
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MARK SWARTZ: That was our under st andi ng.

BENNY WAMPLER: There is one thing that | wanted to

ask you to address that | don't believe that...if we did, |
apol ogize. But | don't believe that we covered all owabl e
production and I would ask you to address that.

MARK SWARTZ: We...and | appreciate the heads up so

we could think about it before we got here. | wll let R ck
address this in a mnute. But | just wanted to talk about it
froma | egal standpoint.

| assune that the question with regard to all owabl e
production cones froma desire to use that as a nmechanismto
address correlative rights. Qherwise, | could see no reason
to address that. Froma |legal standpoint, and | guess from
t he standpoi nt of a guy who has been doing this | ong enough
so that | forget, you know, when ny |awering, you know,
| eaves of f and ny geol ogy and reservoir engi neering picks up,

you know.

The problem | have as an attorney in this...in this
setting with all owabl e production, is allowable production is
limted either to a well or to a unit is what's going to
happen? So, if you' re |ooking at allowable production,
you' re going to have this well can produce X or this operator

can produce X out of this unit no matter how many wells they
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have. The problemthat you get into...well, | don't knowif
there's any chalk here or not. The problemthat we're
addressing...the problemthat we were tal king about when we
were...we essentially had two alternatives about this just to
rem nd people that were here and to alert people who weren't.
The problemthat we're having is if we have...l'mjust going
to do four units. We'IlIl call this four 80 acre units. And

if you've gotten...they all have drilling windows. And we

© 00 N o o b~ w DN

were | ooking at a situation...hypothetical situation on terns
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of what are you going to deal with the dollars that cone out

[
[

of the wells. And let's assune that each one of these units

=
N

al ready has, you know, one well in sonmewhere in the drilling

[
w

w ndow. Sone are pretty close to the edge of the drilling
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SN

w ndow and sone aren't. W're tal king about drilling just

[
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for the sake of an exanple today. One nore well in this

=
(o)}

unit. Wat are we going to do with the production fromthat

[
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well? |If you're going tolimt in production fromthe well,

[
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it doesn't really help you on correlative rights unless your
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production is sonehow related to the drai nage area you're

N
o

allowed. So, | nean, if...and I'mnot recommending this.

N
=

|"mjust trying to illustrate the problemthat | have with

N
N

t hi s. | mean, if we have this additional well and it's

N
w

fairly close to the unit boundary, | think the concern that

24 we have is, is there drainage across that |line that is a
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consequence of the people involved? And if there is and your
allowable is a well allowable...well, I don't think that
solves that problemat all. You know, it's just...you're
elimnating the production fromthe well. But unless the
production wi ndow is m nuscul e, you' re going to have drai nage
across that line, which | think is the concern.

If you're going to | ook at the all owables fromthe
standpoi nt of an 80 acre unit, so | would just say that well
allowables | don't...l don't think it gets you where...froma

correlative rights standpoint where |I'massum ng the intent

isto be. If you re |looking at units and producti on per
unit, you're still going to have...so, now you're going to
say, okay, we've got two wells in this unit and we're goi ng

to allow, or we have three wells in this unit, and we're
going to allow you produce fromthe units sone nunber. Once
you get to that nunber, you' re done. Well, | don't see that
the unit production inproves this at all either because

you' ve still got an issue with regard to what's the drai nage
pattern of this additional well. And to design an allowable
for wells on the fringes here is very problematic. |'m going

to let Rick talk about that because he has sone view as well.

| mean, the proposal that Les had suggested, which is in the
packet of information we had, | think there was an exanpl e or
it was a separate exhibit, was to create a...every tine we
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drilled an increase density well was to create an overl ay
unit of 60 acres. That would allocate the production from
this additional well to the people who happened to be within
that 60 acres; or...well, actually that...that is one way to
do it. Another way to do it is allocate...and | think is
actually what Les was proposing, is to allocate the
production fromthis well on a percentage basis of whatever
this percent is to this entire unit and everyone woul d share
inthat. The alternative would be to sinply, you know,
allocate it to the people that are within the unit.

| think the appeal...ny read of the Board, which
may or may not have been accurate, it seens that this idea of
allocating the production fromthis well to essentially 320
acres of owners was nore appealing to the Board because
dividing the revenue the nunber of people seens to be a goa
that was inportant, and a good one. But those were the
alternatives. But | really...you know, if this concept...
com ng back to the question on allowables, if this concept
that if we're going to allow nore wells, which clearly nmakes
sense from a production standpoint, which makes sense froma
dol I ar sense standpoint, which nakes sense fromthe
st andpoi nt of generating nore revenue quicker for nore
people. So, | nmean, we're already over that hurdle, | think.

But the question when you're | ooking at drainage and you're

25



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

| ooki ng at recovery of this increased density wells, you
envi ably are | ooking at, okay, where is the production com ng
fromand the concern that you're starting with is the
production is not necessarily comng froma drai nage pattern
that is reasonable to assune is confined to this unit. So,
what are you going to do to share the benefits there? You
know, the...and I think sonething that we have not tal ked
about, and |I'mcertainly not proposing this, but the end of
the spectrum..|l nean, there are two ends of the spectrum
here. One end of the spectrumis if this is an 80 acre unit,
you can drill wherever you want in this unit and go forward
and just pay the people in this unit. That is...that is one
end of your options spectrum The other end of the option
spectrumis to say we're going to nake you unitize this 320
acres, and everybody's in there, the total production gets
distributed to everybody and it's a unitized...now, this
Board has never really gone for unitized because it's
difficult thorny creature that...you know, ten or twelve
years ago we tal ked about it and explored it. But it was
deci ded that there was issues associated with that. That we
weren't prepared to...collectively prepared to go...to go in
that direction. But that the other end of the spectrum

So, inevitably because we're not at the nobst sort

of draconian...you know, this is the way it was, you know,
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get over it, tothis is the perfect world. W' re sonewhere
in between there. So, there's going to be conprises because,
you know, what we're proposing is not, you know, the
unitization solution and it's not the go on solution either.
So, you've got really...you know, you've really got
sone choices. But | think those choices need to be driven by
the science. I'mgoing to let Rick talk about that in a
mnute. |'mjust about done. But | think the choices need
to...need to take in account the science and need to take
into account the public policy behind the law which is to
fairly distribute revenue to people who appear to have
legitimate clains to that revenue either based on the science
or based on, you know, the purpose behind the law to
recogni ze correlative rights. You know, as the intersect..
as the science intersects with the |egislative goal of
distributing revenue fairly to | arger nunbers of people, and
that's what correlative rights is all about, as though
goal s...the science and those public policy goals intersect,
what is a reasonable solution to take science into account

and to pay people fairly. And that's...you know, and that's

really where we are here. | think the spectrum of choices
|"ve laid out for you and these are the...you know, the
options that are appear to us to be, in light of the science,

you know, the best way to do this.
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| really...l nean, well allowables, for those of
you who may not be real famliar with them are the true
allowable in the sense that its used in the regs and in
the...if it is used in the statute, is alimtation on
production froma well to address a drainage issue is
essentially what it is.

BENNY WAMPLER: And the reason | brought it up is

because it is in the statute.

MARK SWARTZ: Ri ght .

BENNY WVAMPLER:  It's in 453.1-361.20. And it says

that...you know, that the all owabl e production of each well
is part of what we have to nake a determ nation on. |In fact,
it says that, "Any hearing of the Board regarding

establi shnment or nodification of a drilling unit, the Board
shal |l nmake the follow ng determ nations”, and that's one of
them Then in our rules we say that as far as a

nmodi fication, "Statenent of the proposed allowable rate or
rates and supporting docunentation.” Now, obviously when we
devel oped the field rules, we...even though it's addressed in
those field rules, it's flexible. Gkay, we didn't really try
to pinit down initially on the field rules. But when you're
comng into nodify a field rule, to ne then we need...we need
to have sone di scussi on about what we're tal king about here.

If you're putting two straws in this unit and not in that
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one and, you know, these other kinds of things, | think it
starts raising those kinds of questions that was intended by
the all owabl e but goes directly to the---.

MARK SWARTZ: | wish we had the slide that we put

up. | don't think it's in your book. But Rick showed a
slide last nonth of the...of all of the wells that we had
above and bel ow the intersection of the Mddle Ri dge and
the...and the CGakwood Fields. | think it denonstrated pretty
clearly to you guys who...| nean, could expect to have sone
level of...and it was even nore (inaudible) than that.

RI CHARD LYLE TOOTHVAN, JR : Well, it was that---.

MARK SWARTZ: And it had the bubbl e nap.

Rl CHARD LYLE TOOTHVAN, JR : And we showed a bubbl e

MARK SWARTZ: Ri ght .

RI CHARD LYLE TOOTHVAN, JR. : ---which showed the

size of the bubble. But let nme address on a technical issues
with an allowable again in this...in this standpoint. First
of all, we're tal king about the coal bed net hane of

production, not conventional production. W're talking about
tapping into nmultiple coal seans at any given unit, which
changes. So, your total net thickness, although we've
attenpted to average that across this unit that we're tal king

about, but if we get nore general across...across the

29



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

property as it exists PGP, BPC or what have you, the total
anount of coal changes fromunit to unit. The gas contents
of each one of those respective coal changes per unit. The
perneability of the coal seans in various areas sonetines is
alittle better than other due to structural constraints.

So, what...what that cones back to, those are the nmain things
that will calculate a gas in place type nunber of which you
woul d establish sone type of allowable. To nake a general
statenent that we're going to nake an all owabl e, you know,
1BCF hypothetically or whatever per unit would be very
difficult to do. A nore proper way to do it, a rigorous way,
woul d be to establish an allowable for every single unit
based on what you had which is beyond what we could do and
beyond I think what the Board could regulate. That's why I

t hi nk the probl em needs to be addressed in the way it

al l ocates your production. If you're concerned...| nean,
sone of these issues we have are already out there w thout
nmodi fying the field rul es because we don't have perfect
squares with wells in the perfect center. That's due to the
t ypography and the issues that we have before us. So, you
know, the thing we have before the Board is to allocate the
production in the nost equitable way. |'mnot saying
sidestep an allowable, but I don't think it's...it's an

appropriate nechani sm for coal bed net hane.
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The ot her problemin an conventional standpoint,
al l owabl es generally are set up based on the initial
production or sone flowtest in the beginning of what it's
capable of doing. | told Mark, the only tine that |'ve ever
seen an allowable in a useful stand...used appropriately is
in the event that you're in an area that you can produce
50, 000, 000 a day but you can only nove 30,000,000 a day out
of the area. |If you don't have an all owabl e, what you could
be doing is noving...you could pick and choose the 30, 000, 000
that you want to nove onto sonebody's else gas is not noving
on that system That's the only tine |'ve ever really seen
an appropriate use of an allowable. Wat they do in that
case, is based on the well test, the initial well test
they'll allocate sone proportion, whatever that is, 85%
across the field to match that production out. W don't have
t hose pipeline constraints. W have the ability to nove al
the gas that we've produced or drill into.

The ot her problemw th coal bed nethane is that you
don't necessarily get a peak rate when you bring a well on.
W may not see a peak rate fromthree years. W've got wells
that may not make nmuch gas for 45 days because of the
wat er...associ ated water production with it. So, because
it's an unconventional nature, | don't see how we could see

establish a true allowable per well for correlative rights or
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any ot her nmechanismfor that matter. | think it would be a
very difficult thing to inplenent froma technical standpoint
as well as for the Board. The best way | think we can
address is just to appropriately allocate the production from
these wells and everybody woul d wi n.

BENNY WAMPLER: Wl |, | think you're right in that

that's the direction we've gone. That's what |'ve tal ked
about, the flexibility in the initial field rules and the
nmodi fications. If we...if we...let nme get you to address for
us the distance between wells then, 600 feet between wells,
whi ch hasn't been specifically addressed here as we do that.
Wul d you address that as to the...in areas where you don't
have a m ne pl an?

Rl CHARD LYLE TOOTHWVAN, JR. : In areas that we don't

have a m ne pl an?

BENNY WAMPLER. Right. \Were you have a m ne plan

| think it's pretty clear that, you know, you can put the
nunmber of wells necessary to facilitate the mning. But in
ot hers where you do not have a mne plan, you' ve got...and to
me this all ties to correlative rights and that's what 1'd
like to just get on record about, if you' ve got 600 foot
spaci ng right now, or distance between wells.

RI CHARD LYLE TOOTHVAN, JR. : Ckay.

BENNY WAMPLER: And | haven't heard that as
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proposed to be a part of this. | haven't heard it not be,
but it's not addressed to this point.

MARK SWARTZ: | think it wasn't addressed because

we don't see the 600 foot spacing as a problem

LESLIE K. ARRINGTON: That's correct. It is not.

MARK SWARTZ: We're not proposing to space wel |

cl oser than 600 feet under this nodification.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: | understand your question. And

that's why, | guess...you know, we didn't bring it up because
we don't see that---.

BENNY WAMPLER: | just wanted to address it. [It's

not addressed...we haven't addressed it---.

MARK SWARTZ: ---for that reason.

BENNY WAMPLER: ---and | wanted to nake sure we did

address it.

MARK SWARTZ: And that's why we didn't bring it up

because we don't...we don't anticipate that we're going to be
closer. The side of the 80 acre square, if I'mnot m staken,
is about 1800 feet to give you sone order of magnitude in
ternms of distances. So, the 600 foot is not going to be...we
don't see that as an issue for us here that we can drill the
wells that we would like to drill w thout running or follow

that distance. R ght, Rick?
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Rl CHARD LYLE TOOTHVAN, JR.: That's correct. |

woul dn't...l wouldn't propose any well to be wthin 600 foot
in any of these instances of the field rules.

MASON BRENT: Wy is that?

Rl CHARD LYLE TOOTHVAN, JR.: Because | think it

cones back to the two things. Wat we want to do is in the
process of infill drilling what we would like to do is space
these things as uniformy as possible. That's why our
original proposal actually showed wells outside the existing
drilling wi ndows because of the typography I[imtations and so
forth. You know, with these squares it shows a big square

sonetinmes. But, you know, froma real standpoint, sonetines

those are difficult. If you put two wells very cl ose
together, you'll pronpote your interference of those two
wells, but you're still going to | eave sone areas untapped.

So, you know, again, in a perfect world on paper, you' d set
t hese things out on unifornmed spaci ng on whether it would be
60 acres or 40 acres and you'd do that, you know,
synptomatically as nmuch as you possibly could. W do create
hydraulic fractures. W know what the orientation is for
that. It does you no good to put another well. You want to
pronote interference in an uniformsystemof that...of that
entire reservoir. If all you do is tap into that existing

wel | and you share production, you're still |eaving untapped
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resources out there and you' ve doubl ed your cost to get that.
So, fromthat standpoint it nmakes no sense to do that. |

think...you know, in a case like that, if we're pinned you
have a hard tine justifying an additional well if that's

where you have to put it and it was that close, you know.

The appropriate action | think on our part would be not to
put a well in there.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: | think probably what you're referring

to there was in the application for this nodification of
field rules, proposed order sought. Part of the
specification was that the second wells nmay be | ocated within
300 feet of unit boundaries and need not be nore than 600
feet fromthe nearest coal bed nethane well. In the
application it was stated that that was part of...what you
wer e i nplying.

(Benny Wanpl er and Donald Ratliff confer anong
t hensel ves.)

BENNY WAMPLER: W' re discussing the issue if

you...l think it goes to the spacing as well...within the
unit. If you have...if you have a unit adjacent to that...to
what Mark has drawn up here, you know, and an individual

cones in and challenges...well, they didn't take any one of
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those. So, the one in the upper |efthand corner and the one
in the right-hand corner. Soneone challenges that you're
draining the lefthand top...the right-hand and | efthand top
is what I'"'mdealing with. |If the one in the right-hand top
chal l enges that you're draining out of the lefthand top. |
guess it goes back to the basic field rules to begin with
that we feel |ike that we established based on technica
information presented to the Board that rather than have
stat ewi de spaci ng where you had circles and a | ot of people
left out that this provided the greatest protection. But
you...but it was al so recogni zed early on that you...you
woul d. ..you coul d have drai nage over in that other unit. But
overall, you'd have an equalization because no one was | eft

out .

MARK SWARTZ: And the theory behind the fairness of

the Cakwood rules, and I'Il just stay with that, was an

assunption that science was relatively right and that the..

collectively the operators in Virginia would drill up the
field. | nmean, if you create field rules and you don't dril
up the field, you' ve got problens. | nean, for exanple, if

when, you know, ten years down the road, you | ook at the

Cakwood Field and, you know, instead of having a well darn
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near every unit, you know, as you're extendi ng your drilling,
you know, you've got it in every other one, well there's
sonet hi ng wong there because the assunption of these grids
was that essentially people would drill this field up and
everybody woul d be included. The reason...I|'m probably
getting back to the bubble drawing, and there is a map in
there that shows a lot of wells in this area. But, | nean, |
thi nk that we have denonstrated and spent the noney to dril
up these units and so have sone of the other operators here.
So, when you look at a map in a field that's ten or twelve
years old, you're going to see a lot of wells. And so the..
you know, the assunption that nakes this kind of grid system
work in theory is that it's ultimately going to be drilled
up. | think that's bearing fruit. Wat's happeni ng now as
we drilled this up and we've got better data, we're realizing
that we can get nore gas out of the ground quicker for an
i nvestment that | ooks sensible and prudent on paper and we're
com ng back and sayi ng what can we do to enhance the recovery
fromthis area that we've already drilled up and we're maxed
out now. So, that's...|l nean, that's the...that's the reason
for the return trip. You know, sone of you guys...| don't
think on the Board was here. But ny first visit to this
Board was in Septenber of 1990. M/ clients sent ne about a

300 page fax on a Friday and said neet us Sunday night in
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Bristol because we need sone help. And so...the law firm
that | worked for was absolutely wild. | had their fax tied
up for an entire day, you know. So, they bought another fax
and gave it to ne. And | cane down here on a Monday. |

| ooked at the...Il said how many cases do we have? There were
si xty-eight cases on the docket. | said, well, how many are
ours? He said, forty-five. | |looked at ny watch, | thought,
you know, | have less than a half an hour each to prepare for
tonorrow, you know, even if | stay up all night. Anyway, we
went to the...we went to the Bristol library. W would neet
fromlike 9:00 in the norning until 8:00 at night, two days.
At that point, we didn't have this. So, what we had...and |
remenber this clearly because it was kind of fun, we had
circles everywhere. W had statew de spacing and everything
was a circle. Sonetines when you'd start to | ook at sone of
the wells and sone of the voluntary units, you know, you had
circles like this. But what you also had was a ton of the
peopl e that owned property here that were never going to have
a well and were never going to get a royalty. And
essentially Consol and Oxy, who we represented at that point,
cane in and conpared a grid systemto what you have been
living with in these circles and sold the correlative rights
concept that, you know, if you're attending to the

correlative rights, and obviously you' ve got to pay attention
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to the science and you've got to bal ance economcs. | nean,
if a primary factor is correlatives rights, no board is ever
going to do this, you know, if you've actually got a
|l egitimate choice. And so historically...you know, twelve
years ago or thirteen years ago this Board nmade a deci sion
that a grid system and spotting the operators sone |evel of
trust they were actually going to drill up the field. |If you
don't drill up the field, it's not working. But that was the
approach that the Board was going to take. Now, when you
| ook back, you know, the GCakwood field...l"mnot nearly as
famliar with the Nora, so | can't really tal k about that.
But I"'mlooking...l'"mpretty famliar with the M ddl e Ri dge.
If you look at the Mddle Ridge, | nean we're drilling up
these units so that everybody is included, and you're not
having this situation where these people aren't never going
to get a penny. So, that's...you know, that choice was nade
for, I think, good reasons a long tine ago. Once choices get
made, you know, certainly we're not going to go back to
square one. But | think we're at an instance now where |
think the his...you know, sone history of, you know, where we
were twelve or thirteen years ago and where...you know, sone
choices that we collectively nade to be. You know, the grid
systemreally is a dramatic inprovenent over...and the

statewi de spacing in the statute is essentially a circle
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system So, you know, if you don't inplenent field rules on
sone basis, that's what the statute allows you to do, which
is not froma correlative rights standpoi nt.

BENNY WAMPLER.  Wel |, the field rules, |ike you

say, encourage an orderly devel opnent of the field...of the
entire field. |If you were avoiding units for malicious
pur poses, it should show up and that woul d---.

MARK SWARTZ: Well, there's pretty anmazing stuff

that we found when we started | ooking at devel opnent, you
know, for purposes of illustrating what was out there and
what we m ght want to do.

Bl LL HARRI S: M. Chairman, |---.

BENNY WVAMPLER® M. Harris.

BILL HARRIS: ---want to go back to the spacing

question again. W're talking about this additional well
bei ng one of the horizontally drilled wells, right?

BENNY WAMPLER:  No.

MARK SWARTZ: No, vertical.

RI CHARD LYLE TOOTHVAN, JR. : No, vertical.

Vertical frac well.

Bl LL HARRI S: It is a vertical?

RI CHARD LYLE TOOTHVAN, JR.: Yes, sir.

MARK SWARTZ: It's a frac wel|.

BENNY WAMPLER: No, that was a different---.

40



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BILL HARRIS: Oh, okay. |'mon the wong page.

BENNY WAMPLER: Yeah, it was a different item

MARK SWARTZ: Yeah, |'mnot |ooking forward, but

we'll be here one of these days with that, too.

BENNY WAMPLER:  They' || probably have that.

BILL HARRIS: Ckay. |'msorry.

BENNY WAMPLER: But that's not...that's not on our

agenda.

BILL HARRI'S: Because |'mthinking as soon as this
t hi ng goes hori...you know, there's only one horizontal
direction underneath that and that's going to be...okay, |I'm
sorry.

MARK SWARTZ: That's okay.

RI CHARD LYLE TOOTHVAN, JR : No, this would be a
vertical well. Now, to address this sane thing, you know, we

were essentially petitioning for roughly 60 acre spaci ng,
which is in that case, M. Wanpler, you're tal king about, you
know, maybe skipping units and that's why this is up there.
What the Board actually approves would be a...as | understand
it, was a second well in every unit. That's basically a 40
acre spacing. |If you do that and you did it on a field w de
basis, there would be no different than what you've already
got there. |If youdid it in an orderly fashion, every unit

woul d have two well s there.
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So, you know, | think the nechanism..and |'m not
proposing that we got to 40's. The only tine that this is an
issue is if you're in a position where a particular well |ike
that is located is either going to draw in four units or two
existing 80 acre units. If it went all the way to a 40 acre
spacing, | don't see that it's any different with the
exception that you' ve got two wells in an existing unit and
you woul d devel op that out. And quite frankly, as we
presented the last tine, that's kind of a hurdle right now
dependi ng on what we think our forecast of gas prices and so
forth would be as far as an econom c decision. So, | don't

necessarily want to lock into that. On 60 acres, yeah,

you'll have that. W do believe that if the wells are spaced
appropriately, the benefit will be beyond one unit and we
have testinony to provide that or to illustrate that as well.

Fromthe existing wells that are...that are already there,
there was an increase in production in another area of the
Cakwood Field Rules. Qoviously, those people got a benefit
in increased production and increased revenue. Sone of that
may be increnmental production and sone of it may be shifted
up front. But in either case, it's real dollars in rea
pocket s.

MASON BRENT: | think given what the Board---.

BENNY WAMPLER: M. Brent.

42



MASON BRENT: ---has already approved, that so

called overlap unit there really could 80, | guess.

DONALD RATLIFF: It won't change the percentage.

MASON BRENT: Yeabh.

Rl CHARD LYLE TOOTHVAN, JR.: That's correct.

MASON BRENT: It doesn't need to be 60.

RI CHARD LYLE TOOTHVAN, JR : No.

MARK SWARTZ: |If you're allocating entirely to the

four units. If you're only allocating people within the
overlay unit, then the size of that unit nakes a difference.

MASON BRENT: True. But if you're allocating a

percentage, that's why---.

RI CHARD LYLE TOOTHVAN, JR. : |If you do that---.

MARK SWARTZ: Right. Absolutely. Absolutely. It

does not nmtter.

RI CHARD LYLE TOOTHVAN, JR : What Mark was saying

as far as the two extrenes, we've already got instances where
this well fits in this drilling window and it's very close to
the edge. The production is not centered around that well.

It goes out into this unit. Wat we're saying is, you know,
on the extrene conpared to what is shown right here if you
put a second well, you know, on the edge of this w ndow or
what ever, your choice could also be to allocate that just to

that unit. W think that this is a nore equitable solution.
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We're not opposed to that. The nmechanismis already in

pl ace and there's already...no matter what system you | ook
at, with this or this, you can always find falsies in
applications. That's the bottom The first fallacy in this
is the fact that you' ve got a drainage radius that's
absolutely circular. That's the case when you don't
stinmulate possibly. If it's a fractured reservoir, you're
going to...you're going to drain according to where fracture
is oriented. |If you are officially fractured, you're going
to drain...drain that way as well. So, there's...you know,
there are already inherent fallacies in this systemto begin
with. This systemis the sane way, the only way it could be
perfect is if you put a well absolutely in the center. And
as we all know, in Virginia that's not very practical to do
that. So, there will be sone inherent fallacies no matter
how you al | ocate.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: This kind of evol ved out of a

di scussi on of allowables, which | realize the Board has to
address. For what it's worth, | agree 100%with what M.
Toot hnman sai d about the appropriateness of allowable in
coal bed net hane devel opnent. W have used it in seal ed gob

units and the sort of thing where we are allocating two
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particular units...production of two particular units when
it's appropriate there. Just the nechanics of the coal bed
met hane reservoir, |I'mnot sure are appropriate for
allowables. | realize we have to address it in sone fashion
or anot her.

BENNY WAMPLER: That's all | wanted to do.

BOB WLSON: But | woul d suggest that maybe since

we...basically the Board | ast week...last nonth approved the
drilling of a second well in each unit, and | wonder if maybe
if we determ ne how that well is going to be drilled, whether

we do allowit to be drilled within 600 feet of another well
as the application asked or not or inside or outside the
w ndow, that decision may actually have a bearing on what is
decided to do in response to the statute requiring that you
address allowables. |I'mwondering if maybe we didn't get the
cart before the horse a little bit on the allowables. Maybe
we need to determne the other first and then go back.

| want to pass out to the Board here, we have
actually received permt applications in anticipation of this
Board order for a second well in the unit. Now, the operator
understands that | cannot issue this permt until we have a
signed and executed order here. But they have submtted an
application. |[If | could get that (inaudible). This is the

plat that they submtted with that. This cane in very
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recently. | wasn't aware of it nyself.
(Bob Wl son hands out the application and plat.)

BOB WLSON: In this particular application, which

is the FF-23 unit, which falls within the boundary of what's
bei ng di scussed for the nodification of the field rules. As
you can see, the proposed second well is in the Southwest
corner of that unit, within the drilling window. W have to
treat it in the original field rule.

BENNY WAMPLER.  |'mnot sure I'mtotally on the

sane wavel ength with you on your previous discussion about
the cart before the horse kind of thing. Wat |I was trying
to do is get a discussion on record about...because the Board
has to address al |l owabl e production. Part of that sane

di scussi on was whether or not there was a request as part of
this application, as we were hearing it, to disregard the 600
foot distance between wells. Wat | heard was, there's...
there's no proposal to disregard that. 1In fact, that would
remai n intact.

BOB WLSON: Ckay. Yeah, | guess that woul d need

to be---.

BENNY WAMPLER:  The application said sonething---.

BOB WLSON: The application did ask for that.

BENNY WAMPLER.  Right. And | heard them say that

that was not a problem--.
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MARK SWARTZ: Right.

BENNY WAMPLER: ---to nmintain the 600 foot

di st ance between wel | s. Is that correct, M. Toot hman?

Rl CHARD LYLE TOOTHVAN, JR.: That's correct.

BOB WLSON: And the point that | was maki ng was

that maybe if the decision is nade as to what constraints are
going to be placed on the second well that has been approved
in each unit, that sone of the other aspects may actually
fall into place.

Rl CHARD LYLE TOOTHWVAN, JR. : Bob, | will state one

thing. In this particular unit, if we go to a second well in
every unit, what we brought before the Board initially was to
pl ace a well anywhere in a unit including outside. Now, wth
the contingency that we stay within the drilling w ndow and
the fact that if we adhere to a 600 foot, if for instance
what's before you, if this well FF-23 was dead square in the
mddle, M. Wanpler, of that unit, that would preclude Conso
fromever putting a second well in that unit as it stands.

So, under your own...under your own guise of trying to be
Equitable with every unit, it would, you know, basically
preenpt us fromallowng us to do anything like that if you
put both of those stipulations on us at the sane tine. |

just wanted to clarify that so you understand. Wth the 600

foot and staying inside the drilling window with the
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originally units, there wll be sone units that we cannot put
a second well in.

MARK SWARTZ: And the other, | think, problemis

this unit is a bigger unit too. You know, this is an 89 acre
unit. So, it's going to be stretched a little bit. So, if
it was an 80, it would show it was a little tighter. There's
alittle nore roomto roam

DONALD RATLI FF: M. Chairman, so that |' m not

confused, since this...both of these wells in this exanple...
inthis application are in the drilling w ndow we're not
| ooki ng at an overlay here, right?

BENNY WAMPLER: Ri ght.

DONALD RATLIFF: This would stay in the confines of

this...this area. It's only when we're outside of the
drilling wi ndow.

BOB WLSON: If | may, | would suggest---.

BENNY WAMPLER: M. WIson.

BOB WLSON: ---that if under the application that

just cane in now, the FF-23, there would be no correlative
ri ghts problens associated with that.

MARK SWARTZ: But, you know, the problemadmttedly

...you know, but the problemremains that if you' re going to
try to devel op a uniform spacing over a large area, there are

going to instances where we can't put two wells in a drilling
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wi ndow and mai ntain that kind of spacing in the field, and
that's...that's the problem And we need the flexibility
to...you know, to give you...to put these things back up
here. Here---.

BENNY WAMPLER: Where do you need the...l don't

mean to interrupt you. But where do you need it?

MARK SWARTZ: \When you're starting to look at this

and the next well is going to be sonewhere in here. | nmean,
if you trying to get kind of a uniformdistance between wells
t hroughout the field you' re going to...sone of the tine
you're going to be lucky and you're going to get in a
drilling window. Sone of the tine you re going to have to be
in sonme pretty, you know, unusual spots to get the
interference...you know, to get the, you know, relatively
uni formed di stances between wells throughout...distributed
t hroughout the field to get the kind of interference you're

| ooking for. So---.

BENNY WAMPLER: | f you have...| don't nean to
interrupt you, but if you have...if you're inside...every
time you put a second well in and you're inside the w ndow

and you don't have the 600 foot distance separation, is that
a practical devel opnent of the field? Can you always get it
in the window if you don't have that |imtation?

MARK SWARTZ: Yeah, but we wouldn't drill that
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well. What Rick is telling you...and the reason why we
didn't put it in the application and never pursued it because
as we got down the road, we weren't going to be drilling
well's closer than 600 feet. So, it's not sonething that...lI
think that was even in the original Cakwood rules, if |I'm not
m st aken.

RI CHARD LYLE TOOTHVAN, JR : Well, drilling them

cl oser than 600 foot would be the stipulation that you' d have
to stay in the drilling window. | nean, that's kind of---.

MARK SWARTZ: Yeabh. But we're not...we're not

going to nmake that choice probably---.

RI CHARD LYLE TOOTHVAN, JR : No.

MARK SWARTZ: ---because we're not going to put

wells that close together. | nean, it's not an economc...an
economcally justifiable decision is the problemthat we
woul d have drilling closer to 600 feet.

RI CHARD LYLE TOOTHVAN, JR. : That's right.

BENNY WAMPLER:  |'mjust trying to get the issues

laid out---.

MARK SWARTZ: No, that's a fair question. | nean,

that's---.

MASON BRENT: You know, | kind of think where I am

on it or which way |I' m headed i s, you know, you can put as

many wells as you want within the w ndow and, you know,
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not...you know, not inpact the rest of this. But when you
get out of the w ndow --.

MARK SWARTZ: Right.

MASON BRENT: ---that's when...you know, where |'m

| eaning that's when | woul d, you know, want to tell you,
okay, that's fine. But it can't be any closer than 600 feet
to another well within or without the wndow in any unit.
Then at that point, maybe within in a overlay, an 80 acre
unit there just for the purposes of determ ning percentages
to allocate to the inpacted units.

RI CHARD LYLE TOOTHVAN, JR : Maybe it would be

hel pful to just kind of tell you how we...l know Les threw
out sone nunbers | ast week. But essentially with that nmap
that has the existing well l|ocations on there, what he
basically did was draw a uniform..granted it's an
assunption, but a uniforned circle around each one of
those...of those wells and then found | ocations where there
was big gaps, kind of to Mark's illustration over here, where
we could...where could we put a well and put another circle
in there and mnimze the overlap. Actually, he had severa
pl aces in there where was zero overlap. That was the first

| ocations we want to. Then there was sone others that he put
in adifferent color that there mght be just a slight

overlap on the edges. That's what we were proposing right up
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front. Unfortunately when you do that, sone of those
wells...some of themfell right in drilling windows. It's
not a problemfor us. But sone of those wells, and | don't
what portion of those, you nmay be able to address that, did
fall outside the drilling units. Now, in order to nove it,
you can nove it a drilling unit, but again...and what you're
kind of doing with that circle is that you're |eaving
sonme...you're not as uniformas you should be and you're

| eavi ng sone areas that probably don't have adequate
coverage. You're duplicating on sone other...sone other
areas. But that...that is at |east the nmechani sm of what
initiated this as to how. ..as to how appropriately devel op
it.

BENNY WAMPLER: I n your professional opinion, how

best to protect the correlative rights under this
application?

RI CHARD LYLE TOOTHVAN, JR : In ny professional

opinion, with way things are set up right now, | would...lI
woul d support what M. Arrington has proposed and pay all the
appropriate units. | think it would be sonewhat of a
nightmare to one if this is already being allocated with the
well sitting over here across this entire unit. But | think
.1 think they should all share in the benefit directly from

a well placed outside of the unit that could drain their
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acreage. They will also benefit if, in fact, this well does
create sone interference and these wells go up there.

They're already going to reap a proportion of the benefit
fromthat. So, | think that's a very fair allocation to do
that across the area and pay that way. Again, |I'msure
there's fallacies wth whatever approach you take. But |
think that's the fairest approach to protect everybody in the
i mredi at e ar ea.

MARK SWARTZ: Anot her point that Ri ck nade | ast

mont h that may have escaped sone of you. Rick, as you put in
nmore wells the production of the existing wells wll decline
slightly over the long haul. So, you'll get nore production
fromthe acreage, but |ess per well.

Rl CHARD LYLE TOOTHVAN, JR.: That's correct.

MARK SWARTZ: So, there is...what he's...this is

anot her point they nmade last nonth. | think is an argunent
to be made that people who are in this well ought to reap a
benefit fromthis well because if it's...if it's accelerating
...you know, we know it's going to accel erate the production
fromthis well because there's going to be a bal ance. So,
they're going to get nore gas quicker, but ultimately it's
going to be less total over sonme nuch | onger period of tine.
So, | nean, there is an argunent that the effect on this

wel |, both positive and negative, justifies the allocation
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over the |l arger area.

RI CHARD LYLE TOOTHVAN, JR : That's right. You're

getting...you're looking at the two...to reiterate, you're
| ooki ng at production per unit will go up, production per
well will go down. [If that was not the case, we'd drill
fifty wells in that unit because we're going to get another
half a bcf every tinme we drill. W know that's not
practical. What you're doing is greater percentage of what
gas is in place. Every well you get in there, you know, in
the beginning it nmay be a 30%increase or 20. You'll get to
a point that you drill another well and you only get a 2%
increase. But now if you divide that production by the
nunber of wells in the unit, saying instead of this thing
goi ng 550, 000, 000 cubic foot over the |life of the well it may
only do 450. So, if this person is not paid by putting a
well in there. Effectively he has been reduced. W don't
think that's fair. And that's why...and Mark said, that's
not just from (inaudi ble) standpoint. That's why | think
it's fair to allocate it according the people's ownership in
all of those units to do that.

If you're inside the drilling wi ndow and the way
things are being allocated now, effectively you' re just...
they don't care if there's another well in there or not

because they're getting that total production. The
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allocation is exactly the sanme. So, |I'msure they
woul d...froma royalty standpoint would invite you to dril
as many wells as you want.

BENNY WAMPLER:  So, when you' re outside the

drilling window, the pay area would be...the well would be
the center of the 80 acre pay area. |Is that what you're
sayi ng?

RI CHARD LYLE TOOTHVAN, JR : You woul d...you woul d

draw a...yeah, you could draw a 60 or a 80. The allocation
is going to be the sane as far as your acreage. But you
woul d draw a square around that exact well location and then
pay the units appropriately to the acreage that woul d cone
into it.

MASON BRENT: The allocation may not be the sane

using a 60 or an 80. | don't believe. Because you nay
move...with a 60 the line mght cone here. Wth an 80, then

you can...you conme over here and you can incorporate a couple

units. I---.

RI CHARD LYLE TOOTHVAN, JR : That's possible.

BENNY WAMPLER:  Yeabh.

RI CHARD LYLE TOOTHVAN, JR : In this...in this
instance, it wouldn't change. Here...you are correct. |If
you...if you---.

MASON BRENT: Since...since the field is 80 acres,
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it ought to be consistent to stick wwth 80 acres.

Rl CHARD LYLE TOOTHVAN, JR.: | don't think we've

got a problemwth that. Do you have any problenf
LESLI E K. ARRI NGTON:  No.

Rl CHARD LYLE TOOTHVAN, JR.: | nean, 40 acre or 80

acre, however you want to draw a square. Like |I said,

that's...that's one of the assunptions that goes...that goes

intoit.

MASON BRENT: Certainly who's involved and who's
not .

RI CHARD LYLE TOOTHVAN, JR. : Yeah, it could. |If a
well is |ocated possibly where Mark drew that extra square

down there and you drew a 60 or an 80, you may...you nay
possibly bring in nore...tw nore units. Know ng when you do
that though, it's going to be a very snmall percentage to

those units because they're going to be on just the very

edge.

BENNY WAMPLER: Wl |, under stand one thing, you
know. . . recogni ze, you know, the deal about once you drill the
80 acre, then you, you know, if you're going to drill nore,

you cone back and propose sone other field rule. W have
testinony today that supports a drainage of a 80 acre unit.
And if we stay with an 80 acre, that's what M. Brent is

tal ki ng about, we don't really have, in ny opinion, technica
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support for a 60 acre unit based on...you know, you
testified...you laid out a plan. But we really didn't get
into how nuch...how nuch you'd already drained. How nuch of
the unit was capabl e of producing and all those kinds of
things. W didn't get into a |lot of detail to tal k about
whet her or not 80 acre was currently feasible. If we stay...
tome if...and "'mjust...fromny prospective, |'mone nenber
on the Board here. Fromny prospective, if we stay with the
80 acre theory there that...that nmakes sone sense to ne when
you' re outside that w ndow that we've got...that we have the
techni cal support to back that up

MASON BRENT: Al so, because we're only dealing with

a portion of the field here now.

BENNY WAMPLER:  That's ri ght.

MASON BRENT: There are other people that are not

i npacted by this that are constrained by the 80 acres.

BENNY WAMPLER: Ri ght.

MASON BRENT: Sonet hing everybody in the field

shoul d be constrai ned by 80.

BENNY WAMPLER' M. W/ son, you're hiding behind

one eye.
(Laughs.)
BOB WLSON: Are there going to be probl ens when

you overlap the overlapping unit? In other words, if you put
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anot her unit under your second as you illustrated there,
you're not only overlapping the existing 80 acre units---.

BENNY WAMPLER:  You know, our theory is to pay

everybody every tinme you overlap. W've been real clear on

that as a Board. Can you sinplify it for us? W' re open

her e.

MASON BRENT: Bob, sone of your concern will be
mtigated to sonme extent, | would think, by the 600 foot
spaci ng.

BOB WLSON:. |'msorry?

MASON BRENT: | think your...to sone extent your
concern will be mtigated by the 600 foot spacing, m ninmm
spaci ng between the well. It's not going to totally do away

wi th your concern though

Bl LL HARRI S: ['mnot sure...l think | see his

point. Can | go to the---7?

BENNY WAMPLER: Sur e.

BILL HARRIS: Let ne go to the board here.

BENNY WAMPLER:  Absolutely. W want to make sure

we understand it.

BILL HARRIS: Well, | think...you re tal king about

this other...mybe a well goes in here and then you're
| ooking at an 80 acre square around this. Overlap with the

other 80 acre that's there. There's also lapping into the
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two 80 acre units bel ow that.

BOB WLSON: Actually, they are 60 acre units

possi bly below that as wel|.

MARK SWARTZ: We're not going there.

BENNY WAMPLER: That's not before us.

MARK SWARTZ: We're not...we're not going there.

BENNY WAMPLER: These are specific units before us

MARK SWARTZ: Ri ght .

BENNY WAMPLER. | nean, that's the other thing M.

Brent was pointing out. For these specific units.

BOB WLSON: So, it will not overlap into the Mddle
Ri dge Fi el d under any circumnmstance?

MARK SWARTZ: Well, the problemis if you go froma
60 to an 80, it's going to keep us further fromthe M ddl e
Ridge line and it's going to cause us to drill less wells.
mean, that's the only negative...l understand that the
sinplicity of we're always an 80, you know, area. The one
downsi de of going from80 to a 60 is it's going to keep us
sone extra distance off of the south boundary of these units

because we can't get in the Mddl e Ri dge.

BENNY WAMPLER:  Wel |, maybe or maybe not. W don't

have that before us.

MARK SWARTZ: | under st and.

BENNY WAMPLER' W& may deal with that.
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MARK SWARTZ: | under st and.

MASON BRENT: l'd like...M. Swartz, | wasn't

approaching it froma sinplicity standpoint. | was
approaching it froman equatability standpoint in that the

60, there are case where you woul d i nclude peopl e being

i nvol ved- - -.

BENNY WAMPLER:  Ri ght .

MASON BRENT: ---or they would be---.

MARK SWARTZ: Oh, 80 includes nore peopl e,
absolutely. Al |I'msaying, the only downside fromthis

particular situation that we're dealing with today if we go
with an 80, and you don't hear us objecting to that, |I'mjust
maki ng this observation, then we're going to...we're going to
have to stay further fromthe Mddle Ridge |ine or cone back
here and really pick that scab as well, you know.

BENNY WAMPLER.  Wel |, here again, | was just

pointing out, as you're well aware, we have the specific
units you've asked for this tine.

MARK SWARTZ: Ri ght .

BENNY WAMPLER. W don't have that other. Wen you

do cone back, I'll would assune you woul d propose sonethi ng
to address that and we woul d consi der that.

MASON BRENT: And just to put things in

perspective, we're only talking about this |ittle area here
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and its inpact on the Mddle Ridge, which is a | ot bigger
ar ea.

RI CHARD LYLE TOOTHVAN, JR : | think only Mark's

attenpt is to set up precedent that in the event that we want
to nove or include this, that we don't start from square one.
That we've got sonething that we can |live with, the Board
can live with and, you know, sonething that can be

inpl enented fairly. |If we see other areas of which...you
know, 1'Il tell you right now there nmay be sone ot her areas
that we would like to address to the Board in the near
future. W're just trying to bring that together and not
hodgepodge field rules so that we've got one set of rules for
this and we apply for another square sonewhere el se and we've
got to establish sonething conpletely different because |
don't think that's real equitable. |If there are people

out side of Consol here, | think that's where you'll create a
| ot nore problens for us and the Board in the fact that it's
not inplenented in the sane fashion.

MARK SWARTZ: | think it's reasonable to assune

that, you know, when you show this proposed area, it is a
little area and we're going to be back, you know, and we're
going to...we're going to say we spent a lot of tine fixing
this. 1Is it a solution that we can inplenent el sewhere?

Absolutely. | nean, you know, you need to have that in m nd
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that it's not just a band-aid, but it's an approach for
further devel opnent, you know, in an ultinmately |largely area.

RI CHARD LYLE TOOTHVAN, JR. : That's right.

BENNY WAMPLER:  But | would think that you woul d

have sone experience with those wells at that tinme and you
coul d tal k about production and declines and everything el se
and we'd have nore facts that in fact coul d change, You know,
|"mnot saying it would, but could change what we would do in
the future.

MARK SWARTZ: Well, | think what's cause...you

know, what causes us to cone back here, you know, we actually
do have now the experience. Wen were here in the Mddle

Ri dge we didn't...you know, we had the Haliburton study, |
think and we had sone data that we didn't have...as you guys
recall, the short lines are the actual data. So, we have...
you know, we'll have nore. But it |ooks |like, you know, the
nmodel s that we've created are bearing the interference nodels
and the production nodels are working out in the field and,
you know, we'll have nore data fromthis...however nmany units
this is.

LESLI E K. ARRI NGTON:  36.

MARK SWARTZ: 36. We'Ill have sone nore production

data as well. But | think the inportant concept is, you

know, that you need to have in mnd that it's |ikely that we
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or other people will be back here. W would |ike to do the
sane thing sonewhere else in the Gakwood Field. So, we'd
like to i npl ement sonething that can be transported.

MASON BRENT: Maybe this Board would prefer to burn

that bridge when we get to it.

MARK SWARTZ: Ch, yeah. Well, that's why we only

l[imted it to this because there are differences in the
Cakwood Field, you know, in coal thickness, gas content. You
know, there are sone areas that we woul d not be tal king about
doing this because the geol ogy and the production doesn't
justify it. There are sone variability.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB W LSON: If a...and this was di scussed sone

last nmonth. |[If the concept of the floating unit is adopted
regardl ess of whether it's 60 or 80 acre, is that going to
require that...to cone back before the Board to pool any
acreage that was pool ed under the existing order into the
existing units. There was sone conversation about this | ast
tinme. As | renenber, the general thought at that tinme was
that they would have to cone before the Board with those
units.

MARK SWARTZ: | don't think that we have to poo

them but we need to get a suppl enental order.
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BENNY WAMPLER: That's right.

MARK SWARTZ: You know, if...if...if...you know,

let's just take the...you know, a common problem. Let’s say
that if this unit was pool ed before and this was a voluntary
unit and this was a voluntary and this was pool ed. Wen you
pool it, you pool the coal bed nethane, you know, fromthe
Tiller on down. So, | nmean, you know, that's half of it. |
woul d think that would just have to cone back with a

m scel | aneous petition or whatever to allow us to pay the
pool ed units their allocated percentage because it's going to
be different than the original order ordered us to pay. But
"' massum ng we woul d be back. Now, if you guys want us to
cone back and repool it, |I nean, | don't...| think we've

al ready pool ed the coal bed nethane. So, it's paynent issue
and not a pooling issue. But | think we need to nake a
return trip because the Board order in terns of paynent is
not going to address, you know, the situation that we have.
But | see it as requiring less tine and effort.

BOB WLSON: | don't know what the | egal aspects of

it are. You now have owners who were pooled into an 80 acre
unit under OCakwood | Field Rules. Does that pooling have any
validity into a newunit that's forned?

SHARON PIGEON: If we're tal king about 80, again, |

tend to agree with Mark. As long as we're sticking with the
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80, which is what everyone is bound by fromthe origina
field rules, then we've done the pooling and we just need to
suppl enent the order for paynent. But if we start changi ng
the size on the unit---.

MARK SWARTZ: | don't knowthat's it's 60...1 don't

know that | agree with you. But | think | agree with you in
terms of unit size. But | think regardless of unit size, we
need to cone back because the paynent terns of the order are
going to be...are not going to address the production that
we're obtaining. You know, probably to the extent...let's
say we put the additional well---.

BENNY WAMPLER: Pl us you' ve got the cost of the

wel | .

MARK SWARTZ: Well, if we put the additional well,

you know, over here in a pooled unit, well it may not...the
pooling order may not have allowed us to...you know, so |
think we're going to need a...you know, a return trip on
pool ed units.

SHARON PI GEON:  But not to repool it.

MARK SWARTZ: No, we pool ed their coal bed net hane.

SHARON PI GEON:  Ri ght.

MARK SWARTZ: It would be a nodification of the

existing order to allow an all ocati on.

LESLI E K. ARRI NGTON: | don't...|l don't see that we
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need that. If that unit is pooled, only do we need to cone
back before the Board if we want to collect the proportiona
part of the costs for that additional well? W' ve---.

MARK SWARTZ: Yeah, but how are we going to escrow

how we' re going to pay---7?

LESLIE K ARRINGTON: It's only an allocation to

that unit. You pay it...if you're allocating 20% of that
wel |, just 20% of that production goes into---.

MARK SWARTZ: The escrow agent is not going to take

t he noney.

LESLIE K. ARRINGTON: Wiy not? It's just a check.

MARK SWARTZ: There's no order.

LESLI E K. ARRI NGTON: There's a check there that

goes to the escrow--.

MARK SWARTZ: On the wel | . | mean---.

BENNY WAMPLER: You have to have an order on that

well. Everything would have to be---.

SHARON PI GEON:  Yeah.

BENNY WAMPLER: ---based on that well. | think

that's what Bob is getting at. It's a different---.

LESLI E K. ARRI NGTON: A suppl enental order, okay.

BENNY WAMPLER: ---it's a different well

LESLI E K. ARRI NGTON: Ckay, okay.

MARK SWARTZ: But she would enter...we wouldn't be
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repooling this. W would be back here on a m scel |l aneous
petition or whatever to enter a supplenental order to take
this into account.

BENNY WAMPLER: Well, | don't know that we have to

go there. | would just say that we'd have to have...we'd
have...you' ve have to conme back before the Board on that
additional well, and, you know, whatever stens fromthat wl|
stemfromthat. | can't...you know, | haven't thought

t hrough that well enough to know exactly how you' d have to do
that at this point.

MASON BRENT: | think we're not...the way ny...l'm

t hi nki ng about this, we're not...nunber one, we're not
creating a new unit per se.

MARK SWARTZ:  Ri ght .

BENNY WAMPLER: It pays on, if you will.

MASON BRENT:  Ri ght .

MARK SWARTZ: Ri ght .

MASON BRENT: Distribution of the production incone

is what we're tal king about. So, | would think they would
have to cone to the Board for two things. One...well, at

| east two things. One, is to satisfy us that they've

mai nt ai ned the 600 foot distance between the wells.

BENNY WAMPLER:  Ri ght.

MASON BRENT: Secondly, to denonstrate to us what
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t he percentage of the production allocation is to the
affected units, right? And then there's got to be an order
that distributes that percentage to those...to the affected
units.

MARK SWARTZ: It's just sort of what we do with a

suppl enent al order.

SHARON PI GEON:  Un- huh.

MARK SWARTZ: And, | nean, that's basically a

suppl enmental order issue because we woul d submit the nunbers
and it's al nost perfunctory. But, | nean, now wether or not

we actually have to get it on your docket or we could do it

by a conplete supplenental order, |I don't know. But, | nean,
| think...l think we need an order.
BOB WLSON: | don't see how you can do that under

an exi sting docket nunber. You're going to have to have, |

beli eve, a new docket nunber. And | definitely...l think we
are, in fact, creating a newunit. It's going to have its
own docket nunber. | don't see how we can do it otherw se.

| don't see any nechanismfor taking care of that particul ar
scenari o without an individual docket nunber and indivi dua
Board acti on.

MASON BRENT: Okay, but it's...l nean, it's not a

new unit fromthe standpoi nt of determ ning percentages of,

you know, the parties involved wwth the mneral rights and
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is howl'mgoing to explain this to people when our phone

rings.

MARK SWARTZ: Well, if they're over here, okay, you

just smle really big and you say, "You won the lottery".
(Laughs.)
MARK SWARTZ: | don't know. | nean, it's hard to

expl ai n.

BENNY WAMPLER. Wl |, you' ve got different

percent age. .. people that own different percentages of---.

MARK SWARTZ: That are al ready determ ned.

BENNY WAMPLER:  Yeah, they're in there sonewhere.

You're coming in with this area here. | nean, |'mnore
| eaning |i ke Bob says nyself personally fromthat well and
you affect all those percentages.

MARK SWARTZ: Well, not really because---.

BENNY WAMPLER:  Potentially.

MARK SWARTZ: Well, if they're---.
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BENNY WAMPLER:  Dependi ng on who you touch.

MARK SWARTZ: We're only cal cul ating four nunbers.

Let's say that this is...this is M. Brent's 80, this
squar e.

BENNY WAMPLER  Ri ght .

MARK SWARTZ: We're cal cul ating four nunbers.

What's this percentage? What's this percentage? Then these
two percentages? Do...we then apply these percentages to the
production fromthis new well.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: And that cash flows to these four

units and there's already...the ownership percentages---.

MASON BRENT: Apply the percentages---.

MARK SWARTZ: ---established either in a voluntary

basis in your pooling order. So, we've got the tract I1Ds and
we' ve got the percentages, and all you need to do is put your
seal of approval on these four nunbers that say this anount
of revenue...it's very simlar to the gob...the | ongwal
panel s because you're allocating the portion of the pane
that's in the unit on a percentage basis to everybody in the
unit even though the panel may not...you know, so | nean |
think we've got...historically, you' ve done this wth our

| ongwal | panel s.

BOB WLSON: Are you going to nultiply the
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percentage of that section that falls within that unit tines
t he percentage per each individual in that unit is already
getting out of that order to find out what each individua
gets out of the---?

MARK SWARTZ: R ght. | nean, this percentage goes

tinmes...goes tines the total dollars on this new well,

what ever this nunber four percentage here. That cones in as
revenue of this unit that we've got the basis to split it on
a unit percentage because the prior order established that.
So, you're really only...you' re nmaking this one cal cul ati on
to as to the four ways that this...or the four pieces that
that---.

MASON BRENT: If I'min that unit up there and

let's say | have a 20% interest in that unit and we cal cul ate
here that this is 20%..this area represents 20% of that new
well, then whatever that is, I'mgoing to get 20% of that.

MARK SWARTZ: Ri ght .

RI CHARD LYLE TOOTHVAN, JR : 20% You'll get 20 of

the 20 in your exanple is what you'd get.
BOB WLSON: But that will have to be detailed in

this order that you're tal king about, supplenental, or
what ever, actually in the order

MARK SWARTZ: Yeabh. | mean, | don't think it's

that...l nean, it will be a map that will have however many
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units the new unit intersects. And it wll have...you know,
if there's four units, there will be four percentages. And
then it will sinply allow us to escrow the noney to the
extent that there was escrow, allow us to pay directly to the
extent there were split agreenments, and set the percentage to
all ocate the noney of the unit where we...| don't...| nean, |
see this as a map, you know, and page or two.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: |If | nay suggest a possible direction

here to maybe break a log jam or at |east stinulate sone
nore conversation, which we probably don't need.

BENNY WAMPLER: That's what we're here for

BOB WLSON: Possibly could the Board consi der

authorizing the drilling of the second well w thout

consequences in any unit where the well could fit wth inside

within the drilling wi ndow as defi ned under the Gakwood 11
or der.

MARK SWARTZ: | thought that was what we were
headed.

BOB WLSON: And, secondly, any floating unit or

what ever you want to call this, since it has conme back before
t he Board anyway---.

BENNY WAMPLER:  Any outside...any well outside the
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unit...the w ndow.

BOB WLSON: Any well outside the drilling w ndow,

woul d have to cone before the Board anyway and be approved at
that tinme according to whatever presentation you nmake on
that. This would allow themto go forward in those units
such as this one has been submtted here where the well falls
within the unit...with the drilling w ndow, excuse ne, and
since the other units have to cone back before the Board

anyway, then they can consider themon an individual basis.

MARK SWARTZ: | nean, |'msaying we're going to
file a mscellaneous petition. So, |I'mnot really arguing
with you. | nean, | think what you...you nay have

expectations that are different than ours in terns of what we
need to acconplish when we cone back to the Board on those.
But, you know, we're going to...we're in agreenent that we're
going to be back. It's just a matter of naybe di sagreei ng
about what's going to be acconplished when we cone back.

BOB WLSON: That's ny point.

MARK SWARTZ: Ri ght .

BOB WLSON: And I'mnot...I"'mnot agreeing or

di sagreeing. |I'mnot sure | understand howit's going to
wor k enough to agree or disagree. Wat |I'mtrying to come up
wth is someway to let it go forward and, as | said, since

these things we all agree have to cone back before the Board
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ei ther way---.

MARK SWARTZ: Well, except...you know, if these

were four voluntary units, we wouldn't be back here. | nean,
there are sone instances where the spacing would allow us to
permt a well but would not require us to cone to the Board.

BOB W LSON: Now, the order, | think, would have to

address that and give...possibly give the permtting
authority sonething like that in the way that the exceptions
are allowed for drilling outside the window nowin the field
rules. | think it would have to be addressed sone how or
another if you' re going to allow it to be drilled outside the
wi ndow and it's a voluntary unit so you don't have to bring
it before the Board.

MARK SWARTZ: Well, we certainly would have that

di scussion with you, Bob. But I'mjust...l"mjust saying
that, you know, it is possible that if this were inplenented,
you know, in this area or other areas, that there would

be. .. because there are instances where we have a | ot of
voluntary units, you know, adjacent to one another and there
woul d be instances where allowing us to permt an additiona
well would only cause us to interact with you as opposed to
com ng here.

BOB WLSON: That's what |'mgetting at. But it

needs to be addressed in the order if one conmes around.
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MARK SWARTZ: Right.

BOB WLSON: Well, the order can sinply say

anyt hing outside the wi ndow the inspector...just |ike we have
it now Then you send themto the Board on those that they
need to cone to the Board with would be the sinplest way to
handle it | would think, unless you feel that's...l nean, |
think that's the discretion that you need.

MARK SWARTZ: We're already doing that anyway.

BENNY WAMPLER:  Yeah. Keeping it consistent with

what we're doing. |1'll tell you one thing and then we'll get
back on track on here. But one area you haven't addressed to
me, or I'"'mtoo dense to understand it, is where you have an

i ndi vidual that had this portion of the pie and he hit this
portion of the new | can't understand how t hat doesn't
change things for you.

MARK SWARTZ: No. |...ny understanding is we're

allocating the four pieces of the new unit to the 320 acres

her e.

BENNY WAMPLER:  To the whol e thing.

MASON BRENT: Ri ght.

MARK SWARTZ: R ght. So, that...yeah, but | can
under stand sone confusion here because |I think we...| think

that has been a noving target. But | think that, you know,

just watching you guys today in general, | think that's where
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you' re headed, okay. Wiereas | wasn't...l don't renenber
where | thought you were headed last. But that's the answer
to your question.

BENNY WAMPLER:  Ckay. |'m--.

MARK SWARTZ: |If that's where you' re headed, that

guy is perfectly fine.

BENNY WAMPLER: | under st and.

MARK SWARTZ: |If that's not where you're headed,

that's a problem--.

BENNY WAMPLER:  That ' s---.

MARK SWARTZ: ---which you've just highlighted.

RI CHARD LYLE TOOTHVAN, JR. : But | think the point

that Mark is making is that that all ocation, depending on
where that well is, is not necessarily 25%to all four of
those units. If that well is located and it brings in 60% of
t hat new proposed 80 acre unit, then his proportioned share
wll be 60% of that new production. Whatever percentage he
owns in the original unit. If he owns 10...in your case,
you' re show ng---.

MARK SWARTZ: It's |ike 50%

RI CHARD LYLE TOOTHVAN, JR.: ---about 50% of the

original unit and then what Mark is draw ng here, it's
sonething nore than 25% [|f that's 40% then he's going to

get 50% of 40% of that production is the way he's going to be
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paid. This guy is going to be paid the sane way. The only
way...the only difference there is that regardl ess of where
that's set up is that you're not paying 25%to all four
squares. Then you'd be...basically it wouldn't matter how
your square was just the fact...and you'll never bring in
nore than four squares. There's no way to do it if you're
drawi ng a perfect square around it and it's an 80 acre unit.
You can't do it. So, that would be the maxi num aff ect ed
unit size would be four. 1In fact, if you go 80s, you'l
never have less...less than four. It will always be four
units. There's no way to just do two units on 80 acres.

MASON BRENT: Are you sure?

RI CHARD LYLE TOOTHVAN, JR.: Yeah.

MARK SWARTZ: Yeah. Unless you ask to except the

units.

RI CHARD LYLE TOOTHVAN, JR : If you're looking...if

you're |l ooking at---.
(Laughs.)
RI CHARD LYLE TOOTHVAN, JR. : |If you nove it

over...you put a well here and you're noving it over, you're
goi ng bring your---.
BENNY WAMPLER:  Rubi n' s cube.

(Laughs.)
MASON BRENT: Ri ght snmack on the |ine here.
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RI CHARD LYLE TOOTHVAN, JR : Right smack on the

line here. You're going to be right smack on this |ine here,
whi ch neans that the only way...the only way you're going to
bring it inis this and this down here. |If you're on a line
here, you're technically not in a unit.

MARK SWARTZ: You can even have two units.

LESLI E K. ARRI NGTON: You can have two.

MARK SWARTZ: You can have two units.

LESLI E K. ARRINGTON: You're absolutely right.

RI CHARD LYLE TOOTHVAN, JR : | still don't

under stand how you're going to have two |ines.

LESLIE K. ARRINGTON: In a perfect world---.

MARK SWARTZ: Well, Mason---.

RI CHARD LYLE TOOTHVAN, JR : No, you're not ever

going to...you' re never ever going to be on a line, Mrk.

LESLI E K. ARRI NGTON: The perfect world.

RI CHARD LYLE TOOTHVAN, JR : | nean, you're going

to be inside the unit five foot.

MARK SWARTZ: It could happen. Al I'msaying is

it could happen.

RI CHARD LYLE TOOTHVAN, JR : You bring it in five

foot and you bring it in four units.

MARK SWARTZ: It could happen is all |I'm saying.

MASON BRENT: |'msorry.
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BENNY WAMPLER. He's just...he's just picking on

you. Technically, he's saying you could do it.

RI CHARD LYLE TOOTHVAN, JR : | don't think you can.

| don't think you can put it on a line.

BENNY WAMPLER: You’re dealing with an institution

over here.

LESLIE K ARRINGTON: In a perfect world, it could
happen.

BENNY WAMPLER. And we' ve got a physics professor
over there. So, you don't want to be taking himon, | don't
t hi nk.

(Laughs.)
BENNY WAMPLER: Ckay. Any ot her questions from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: W probably have enough

i nformati on. Is there a notion?

JIMMINTYRE: | nake a notion that we approve the

order as submtted.

KEN M TCHELL: Second.

BENNY WAMPLER: | guess the problemwe have...just

in the discussion phase, is there further discussion of that?

MASON BRENT: |'mnot sure | know what's being---.

DONALD RATLI FF: ' m not either.
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MASON BRENT: |'mnot sure we're saying what has

been submtted is---.

BENNY WAMPLER Right. Right.

MASON BRENT: ---what we want to propose.

BENNY WAMPLER:  Yeah, sone of you weren't here | ast

week. We...we went through and substantially changed what
they submitted, | think, is the problemwe' re having here,
what we've al ready approved and what we cane back for today
was to address the correlative rights issue. That's what
we' ve been di scussi ng here today.

SHARON PI GEON: The nption...the notion needs to be

nodi fi ed.

BENNY WAMPLER.  Wel |, | don't have anybody
proposing to nodify the order. | have a notion---.

SHARON PIGEON: | don't think we know what they're

maki ng the notion on.

MASON BRENT: Well, | propose that we nodify that

motion, if you like.

BENNY WAMPLER. W can go either way. W can vote

that one up or down, or propose a nodification and see if
that's acceptable to the original.

MASON BRENT: What | woul d propose, since at our

| ast neeting, we approved the addition of another well in

each unit in this affected area, | would nove that we approve
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now that an additional well be allowed outside the wi ndow in
each of these units that are before us here today, and that
for approval of that well, the parties have to conme back
before the Board for approval, an additional well within the
w ndow i s all owabl e wi thout com ng back to the Board.

BENNY WAMPLER:  Wbul d the one outside...just a

guestion on that just to help clarify. The one outside that
wi ndow woul d be up to the discretion of the inspector to
refer themto the Board? That would cover the voluntary.

MASON BRENT: That's fine.

BENNY WAMPLER: |s that an acceptable nodification

of your notion?

JIM McINTYRE:  Yes.

DONALD RATLI FF: 'l second.

BENNY WAMPLER' M. Mtchell, is that acceptable?

KEN M TCHELL: Yes.

BENNY WAMPLER. Ckay. So, we have a notion and a

second. Any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)
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BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you.

BENNY WAMPLER: Do we need five m nutes?

(No audi bl e response.)

BENNY WAMPLER: Fi ve m nut es.

(Break.)
BENNY WAMPLER: The next itemon the agenda is

adoption of the standard form orders, which are al so proposed
to be submtted henceforth by petitioners. W |left this open
until this...fromthe February docket until this nonth's
docket for additional comments and | guess we're today here
to adopt those absent any...and, of course, as of today, if
there are comments, if you'll cone forward, we'd invite
parties to address the Board regarding those. State your
name for the record, please.

JIMKISER JimKiser. | represent various
operators before the Board. | don't have any additiona
coments. W did work through themfor the petitions and the
applications we filed for the April docket. Oher than
heari ng sone noaning and groaning fromthe clients, | think
it's going to work out fine.

BENNY WAMPLER:  Any comments. .. additional coments

fromthe Board nenbers?

(No audi bl e response.)
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BENNY WAMPLER: |'l| entertain a notion to adopt

t hose as form of orders.

DONALD RATLIFF: | nove that we adopt them

MASON BRENT: | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

M. Swartz, I'll ask you on these m scell aneous
petitions, do you have any housekeepi ng of anything you have?

MARK SWARTZ: Well, you can call three of those

together. |It's the sanme probl em

BENNY WAMPLER:  All right. GCkay, the next itens on

the agendas is m scell aneous petitions from Pocahontas Gas
Partnership to correct previous testinony given on 11/19/02
concerni ng di sbursenent of escrowed funds for unit T-43,

whi ch was docket nunber 00-0321-0777; Q 44, which was docket
00- 0321-0780; and unit P-44, docket 00-0321-0778. We'd ask

the parties that wish to address the Board in these matters
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to cone forward at this tine.

Tester.

MARK SWARTZ:

BENNY WAMPLER

Mark Swartz, Les Arrington and Anita

Ckay, do you want to swear Anita,

unl ess you were previously sworn?

(Anita Tester

havi ng been duly sworn,

foll ows:

was duly sworn.)

ANI TA TESTER

was exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita,

in shorthand fashi on, what was the

probl em that we needed to correct?

A | had previously testified that it was goi ng

to be the James McQuire heirs and it should be Hurt MGuire

Trust.

BENNY WAMPLER

Is that it?

(No audi bl e response.)

BENNY WAMPLER

Any questions from nenbers of the
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Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: So noved.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Mbtion for approval and second.

Any further discussion?
(No audi bl e response.)

BENNY WAMPLER. Al in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB W LSON: Before we | ose Anita here, we have one

other thing that we need to correct from previous testinony.
This is under docket nunber 93-02/16-0326. There were no

i ssues regarding individuals on this. Wen we were preparing
the order, it was discovered that the testinony did not track
t he docunents. The order and the exhibits showed that Tract

No. 1 was to be di sbursed and Tract 3 was to be retai ned.
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The transcript got that backward. The testinony said to
di sburse Tract 3 and retain Tract 1. W just need to get on
the record if, in fact, the docunentation is correct and the

testinony was incorrect.

BENNY WAMPLER: |'m not accepting M. WIlson's
testi nony.

(Laughs.)

BENNY WAMPLER.  |'mwaiting for you.

ANI TA TESTER. Well, the way should be, it should
have distributed Tract 1 and retained Tract 3 in escrow. It

was j ust reversed.

BENNY WAMPLER. Ckay. All right. So, do you need

approval fromthe Board on that notion?

BOB WLSON: | think all we actually needed was to

get it on the record.

BENNY WAMPLER.  d arify it for the record.

BOB WLSON: Sharon, do you think that's adequate?

SHARON PI GEON:  That's fi ne.

BENNY WAMPLER:  Sworn testinony on record.

SHARON PI GEON:  You did get the docket nunber

there, didn't you?

BOB W LSON: Yes.

BENNY WAMPLER.  Yes, he added that in. Ckay, thank

you.
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The next itemon the agenda is a petition from
Equi t abl e Production for a well |ocation exception for
proposed wel |l V-535463, docket nunber VGOB-03-0318-1123.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser on behal f of Equitable Production Conpany. Qur
witness in this matter will be M. Don Hall. He's going to
hand out sone exhibits and then we'll swear himin.

(Don Hall hands out exhibits.)

BENNY WAMPLER. Do you have any housekeepi hg on any

of your matters today?

JIMKISER Yes, | do. Itemnunber nine is a
petition from Equitable Production for the pooling of a
conventional gas unit 535431. W need to ask that that be
continued until the April docket. W found a...sone title
work found a one-twentieth undivided interest in Tract No. 3,
whi ch was bought by five or six different heirs that had not
been notified of this petition. So, we filed an anended
application on Friday of |ast week for the April docket.

BENNY WAMPLER: That will be conti nued.

BENNY WAMPLER' M. Hall, if you'd be sworn.

(Don Hall is duly sworn.)
BENNY WAMPLER: The record will show there are no
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others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you' d state your nane for the
Board, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as district |andnman.

Q And do your responsibilities include the
| and involved here in this unit and in the surroundi ng area?

A They do.

Q And are you famliar with the application we
filed seeking a | ocation exception for well nunber V-5354637?

A Yes.

Q And have all interested parties be notified
as required by Section 4(B) of the Virginia Gas & G| Board
Regul ati ons?

A They have.

Q Coul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well

nunber V-5354637?
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A Pine Mountain Ol and Gas owns 83.43% of the
unit and the Col unbus Phi pps Foundation, et al, owns 16.57%

Q Ckay, we're seeking an exception fromtwo
different wells. Does Equitable have the right to operate

t hose reciprocal wells?

A Yes.

Q And are there any correlative rights issues?
A No.

Q Now, M. Hall, you did pass out an exhi bit

to the Board. Could you explain to the Board in conjunction
with that exhibit why we are in need of this |ocation
exception?

A Ckay, the subject well is highlighted in
yel | ow. The surrounding wells that are highlighted in
orange. The P-190 and P-34 are the two wells...two
reciprocal wells that we're getting an exception...spacing
exception from But with the spacing of those other existing
wells in the area, there is no place that we can get 2500
feet fromall the wells. There's no...in fact, there's no
| egal location that we could find in that area that was
avai l able. W could have probably nade spacing a little bit
shorter by noving it over toward, as you see on the
typographic map there, the Ball cenetery. But the property

owner which we have the well, Bob Leftwitch owns where the
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well is and al so over near the cenetery. W put it where we
did to stay away fromthe cenetery and several houses in that
area and there's also sone pretty nice neadows there with
hayfields. W knew we were going to have to get a location
exception anyway. So, we just avoided those areas as well.

Q In the event this |ocation exception were
not granted, would you project the estimated | oss of reserves
resulting in waste?

A 400 mllion cubic feet.

Q And what's the total depth of the proposed
under the plan of devel opnent?

A 5820 feet.

Q And this will be sufficient to penetrate and
test the conmmon sources of supply in the subject formations
as listed in the permt application?

A Yes.

Q And are you requesting that this |ocation
exception cover conventional gas reserves to include the
designated formations fromthe source to the total depth
drilled?

A Yes.

Q In your opinion, would the granting of this
| ocati on exception be in the best interest of preventing

waste, protecting correlative rights and maxi m zi ng the
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recovery of gas reserves underlying the unit for V-535463?

A Yes, it woul d.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER:  Wbul d you go over those percentage

of the ownership, please, again?

DON HALL: Pine Muuntain G| and Gas owns 83.43%
Col unbus Phi pps Foundati on and ot hers, which include Caro
Buchanan, Gene and Loui e Phi pps, John Grever and U a Benton,
own 16. 57%

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIMKISER Nothing further at this tine, M.
Chai rman, except that we'd ask that the application be
approved as subm tted.

BENNY WAMPLER: Is there a notion?

JI'M M| NTYRE: | nove.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

KEN M TCHELL: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
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(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes, except Donald
Ratliff.)
BENNY WAMPLER:  Opposed, say no.

DONALD RATLI FF: | abstain, M. Chairnmn.

BENNY WAMPLER: One abstention, M. Ratliff. Thank

you. The next itemon the agenda is a petition from
Equi t abl e Producti on Conpany for a well |ocation exception
for proposed well V-502677, docket nunber VGOB-03-0318-1124.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JIMKISER  Again, M. Chairman and nenbers of the
Board, Jim Kiser on behalf of Equitable Production Conpany.
Qur witness, again, wll be M. Hall

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, again, state your nane for the

Board, who you're enployed by and in what capacity?
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A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as district |andnman.

Q And your responsibilities again fall in the
area for this well and in the surroundi ng area?

A Yes.

Q And you did...you did review and are
famliar with the application for the |ocation exception for
V- 5026777

A Yes.

Q Have all interested parties been notified as
requi red by Section 4(B) of the Virginia G| and Gas Board
Regul ati ons?

A They have.

Q Wul d you indicate for the Board the

ownership of the oil and gas underlying this unit?

A Penn Virginia Ol and Gas Corporation owns
100%

Q Ckay. And we are seeking an exception
from..about a 127 foot exception fromone well. Does

Equi t abl e have the right to operate that reciprocal well?

A W do.

Q And are there any correlative rights issues?
A No.

Q Ckay, M. Hall, we don't have an Exhi bit
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...a plat for this particular application. Can you explain
for the Board why we're seeking this |ocation exception?

A Yes. This...this location was originally
staked at 2500 foot or a little greater from 10,159. Upon
reviewing mning maps with Penn Virginia, it was discovered
that this well would penetrate four open m nes, m ned out
areas. After finding that out, it was determned that it
woul dn't be feasible nmechanically or economcally to try to
deal with four open mnes. So, we worked with Penn Virginia
with their mne maps and found a spot a 130...approxi mately
130 feet away fromwhich we could hit a coal box in a couple
of those mnes and therefore only penetrate two, which would
be much nore workabl e from an engi neeri ng standpoi nt and, of
course, econom cally would nmake sense.

Q So, this site was selected conferring with
Penn Virginia' s entities who in sone formor another are the
fee owners of this property?

A That's correct.

Q And in the event this |ocation exception
were not granted, would you project the estimated | ost of
reserves resulting in waste?

A 450 mllion cubic feet.

Q And the total depth of this well under the

applicant's plan of devel opnent?
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A 6, 089 feet.

Q And this will be sufficient to penetrate and
test the conmon sources of supply and the subject fornations
as listed in the permt application?

A Yes.

Q And are you requesting that this |ocation
exception cover conventional gas reserves to include
designated formations fromthe surface to the total depth
drilled?

A W are.

Q And in your professional opinion, wuld the
granting of this |ocation exception application be in the
best interest of preventing waste, protecting correlative
rights, and maxi m zing the recovery of the gas reserves
underlying the unit for V-5026777

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: |1'd like to point out for the record

that the well identified as 10,159, that's not a valid well
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nunber as far as our files are concerned. The actual well
nunber VAP-13675 just for the record.

BENNY WAMPLER:  Thank you.

DON HALL: That was the well nunber that when
acquired ANR, that they used. W' ve...when we transferred
it, we assigned those nunbers. | apologize for not having
the correct nunmber on it.

BENNY WAMPLER. Ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: | nove that we adopt.

Bl LL HARRI S: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for a well |ocation exception for proposed well V-535699,

docket nunber VGOB-03-0318-1125. W'd ask the parties that
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W sh to address the Board in this matter to conme forward at
this tine.

DON HALL: |'ve got sone exhibits if | can find
t hem

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser, again, on behalf of Equitable Production Conpany.

M. Hall would be our witness. He's going to hand out sone

exhibits for us.

(Don Hall hands out exhibits.)

BILL HARRIS: M. Chairman, while he's doing that,

|l et nme ask a question about the surveying. |'mnot sure
anyone here can answer this. | notice a |lot of these

el evations are being determ ned by GPS surveys now. |Is this
...1s there sone, | guess, rule that established this as
being legal to do now? | nean, is this an accepted practice,

| guess, is what |I'm asking?

BENNY WAMPLER:  To use GPS?

BILL HARRI'S:  Yes.

BENNY WAMPLER: Yes. It is an accepted practice.

BILL HARRI'S: (Okay. Because | see that a |lot and |

j ust wonder ed.

BENNY WAMPLER: Ri ght.

Bl LL HARRI S: | know it was conveni ent. But |

didn't knowif it was just a convenient...okay, thank you.
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BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, you' re enployed by Equitable
Production Conpany as a district |andman?

A That's correct.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A They do.

Q And you're famliar with the application we
filed seeking a | ocation exception for well V-535699?

A Yes.

Q And have all interested parties been
notified as required by Section 4(B) of the Virginia Gas &
Ol Board regul ations?

A Yes.

Q Coul d you indicate for the Board the
ownership of the oil and gas underlying this unit?

A Penn Virginia Ol and Gas Corporation is a

100% owner in this unit.
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Q Al right. W are seeking an exception from
two different wells. Those being 186 and V-502674. Does

Equi t abl e have the right to operate those reciprocal wells?

A W do.

Q And are there any correlative rights issues?
A No.

Q Now, M. Hall, you've passed out an exhibit

to the Board in conjunction with this hearing. Wuld you..
in conjunction with that exhibit, would you explain why we're
seeking this exception?

A Agai n, as you can see on the exhibit, |'ve
hi ghl i ghted the 535699 in yellow and the two reciprocal wells
are highlighted in orange. To the east of 5699, you'll see
bl ue shaded area, that represents the area in which...the
closer area in which we could put a legal l|ocation fromthese
wells. Those arcs are indicators of a 2500 foot distance
fromeach well. That's where we could have putting...we
coul d have put the location to the east of that blue |ine.

But as you see, that ridge line that |ays up through there,
Penn Virginia has a proposed m ning operations there.
They're going to strip mne that area and they...in the
process of approving our wells, they did not want us on that
ridge top. The location where it is now was chosen by them

Q And in the event this |ocation exception
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were not granted, would you project the estimated | ost of
reserves resulting waste here?

A 400 mllion cubic feet.

Q And the total depth of proposed well under
t he plan of devel opnent?

A 5254 feet.

Q WIIl this be sufficient to penetrate and
test any comon sources of supply in the subject formations
as listed in the permt application?

A Yes.

Q And are we requesting that this | ocation
cover conventional gas reserves to include the designated
formations fromthe surface to the total depth drilled?

A Yes.

Q I n your professional opinion, would the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights and
maxi m zing the recovery of the gas reserves underlying the
unit for V-535699?

A Yes.

JIMKISER Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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BOB WLSON: M. Chairman, again, the reciproca

well identified as 10,086 is not a valid nunber. That well
nunber is VAP-133616.

DON HALL: And, again, | apologize for not having
the correct well nunber.

JIMKISER But that is a well---.

BENNY WAMPLER:  And | assune if you go on the other

side of the Callahan, that you have other wells that you
woul d- - - .
DON HALL: Pardon?

BENNY WAMPLER: | f you nove that well over this

way- - - ?
DON HALL: To the west?
BENNY WAMPLER: To t he west.

DON HALL: Yes. W have other wells over there
that it would infringe on as well.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: | nove that we approve.
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BENNY WAMPLER: Mbtion to approve. |s there a

second?
JIM KI SER:  Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DON HALL: Thank you.
BENNY WAMPLER: Are you doing Colunbia next? It's

up to you. Have you all worked that out to go to that one?
JIMKISER  Yeah. Are you okay?
MARK SWARTZ: Well, you know. ..

BENNY WAMPLER.  We' ||l go to nunber eighteen on the

Board's agenda. A petition from Col unbia Natural Resources,
Inc. for a well location exception for proposed well 825092,
docket nunber VGOB-03-0318-1135. W'd ask the parties that
W sh to address the Board in this matter to cone forward at
this tine.

MASON BRENT: M. Chairman, I'd |like to recuse
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myself fromthis matter.

BENNY WAMPLER: Ckay, M. Brent is recused.

(JimKi ser hands out exhibits.)

JIMKISER M. Chairman and nmenbers of the Board,
Jim Ki ser on behal f of Colunbia Natural Resources. Qur
witness in this matter will be M. Todd Tetrick. W'd ask
that he be sworn at this tine.

(Todd Tetrick is duly sworn.)

BENNY WAMPLER:  The record wll show there are no

others. You may proceed.

TODD TETRI CK

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Tetrick, if you' d state your nanme for
t he Board, who you're enployed by and in what capacity?

A My nane is Todd Tetrick. I'ma drilling
engi neer with Col unbi a Natural Resources.

Q And you have previously testified before the
Board and your qualifications as an expert witness in the
area of production and operations have been accepted by the

Boar d?
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Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?

A Yes.

Q Now, are you famliar with and did you
review the application that we filed seeking a | ocation
exception for well nunber 8250927

A Yes.

Q And have all interested parties been
notified as required by Section 4(B) of the Virginia Gas and
O| Board regul ations?

A Yes, they have.

Q Wul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well
nunber 8250927

A Buchanan Energy Conpany owns 100% of the oi
and gas underlying the proposed well.

Q All right. Now, we're seeking an exception
from CNR wel | nunber 24918, is that correct?

A Yes.

Q Does Equitable...does CNR have the right to
operate that well?

A Yes, we do.

Q And are there any correlative rights issues?
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A No, there are not.

Q Now, M. Tetrick, you have, in conjunction
with the hearing here today, you have prepared the
t opographi c exhibit and two sets of pictures. Wuld you
explain for the Board, in your own words, in conjunction wth
t hose exhibits, why we're seeking this |ocation exception?

A | f you l ook on the well |ocation map, we're
getting extrenely close to the Tug Fork river. The terrain
is getting extrenely steep to say the least. The well
| ocation, if you |look on the picture, you can see the stake
that is in orange ribbon. That well location itself is an
extrenely difficult well location. The second picture, you
can see the creek, or Geenbriar Creek, below us. W cannot
physi cal ly access the nouth of the hollow. You can see a
jeep trail on the well location map. It runs right down
t hrough the creek. W just...we cannot physically drill the
well any closer to the nouth of the hollow to maintain 2500
foot spacing. And to cone in fromthe West Virginia side, we
woul d have to cross the Tug Fork River. Essentially...that's
the best location we could cone up with due to the terrain

Q And the royalty owner in the unit for the
existing well that we're seeking the exception from 24918 is
Buchanan Ener gy Conpany?

A Yes, they are.
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Q Ckay, now were this | ocation exception not
granted, would you project the estimted | ost of reserves
resulting in waste?

A 250 mllion cubic feet.

Q And the total depth of the proposed well
under the plan of devel opnent?

A 4,796 feet. That's includes formations
consistent wth a permt that is pending with the D vision of
Gas & O,

Q And are you requesting that this |ocation
exception cover conventional gas reserves to include those
designated formations fromthe surface to the total depth
drilled?

A Yes.

Q And in your professional opinion, wuld the
granting of this |ocation exception application be in the
best interest of preventing waste, protecting correlative
rights and maxi m zing the recovery of gas reserves underlying
the unit for 8250927

A Yes, it woul d.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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JIMMINTYRE: | have a question.

BENNY WAMPLER: Yes, sir.

JIMKISER | mssed the reason why you said you

couldn't drill that hole closer to the Tug Fork river and

nmove it east towards the nouth of that holl ow.

TODD TETRICK: The biggest...if

you | ook at

the...you can see a jeep trail on the topographic map.

I[tself lies in a creek bed. The creek bed is a rock cliff

all the way down to the nouth of the hol
just...as you get close to the Tug Fork,

contours, a lot of it is just nothing but

ow. And we
the terrain and

rock cliff. It's

just getting extrenely difficult and uneconom cal to...lI

don't think we could drill the well if we pushed it any

further down the holl ow.

BENNY WAMPLER. O her questi ons?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI' M Kl SER: M. Chairman, we'd

application be approved as submtted.

ask that the

DONALD RATLI FF: Move that we approve.

BENNY WAMPLER. | have a notion to approve. |Is

there a second?

JI M M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

107



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

TODD TETRI CK:  Thank you.

BOB WLSON: M. Chairman, before M. Kiser gets

away here, we had an itemthat was supposed to be carried
forward from January to March and | didn't get it on the
docket, which turns out to be a m xed blessing. Apparently,
they weren't ready for it anyway. This is having to do with
Equi tabl e wel |l V-505369. So, that will be carried forward to
April.

JIMKISER Yes. In fact, in addition to the one
...the force pooling that we continued today, it was a
bl essing in disguise that that didn't get on this docket
because, again, due to sone additional title work that needed
to be perfornmed, we identified sone additional owners who had
not been notified in the original application process. Wat
we did this past Friday, which was the deadline for the Apri
docket, was file an anended application which notified

everyone who will be involved in that particular hearing.
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So, we'll be good to go on both of those along, | think, with
a couple new ones in April. Wat we did too, | know Sharon
is going to like this, even though those applications were
originally filed under the old exhibit system we filed the
anmended ones under the new exhibit system

BENNY WAMPLER:  Thank you. W appreciate that.

Thank you very much.

BOB WLSON: The Board nenbers will need to hang

onto their material from docket nunber 1101. |If you don't
have it, let us know W'Il|l make copies for it.
JIMMINIYRE: | need it.

JIMKISER |If you need any hel p---.
BENNY WAMPLER: |t probably woul d be better to

include it.

BOB WLSON:. W'll...actually, we'll have anended

copies to send out anyway.
JIM KI SER  Yeah.

BOB WLSON: We'll have to send it out anyway. So,

all is well.

BENNY WAMPLER:  Ckay.

JIM KI SER  Ckay.
BENNY WAMPLER: The next itemon the agenda is a

petition from Pocahontas Gas Partnership for pooling of a

coal bed nmet hane unit AX-102, docket nunmber VGOB-03-0318-1127.
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We'd ask the parties that wish to address the Board in this
matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. If |

could, I would ask | eave of the Board to conbi ne---.

BENNY WVAMPLER: 102 and 103?

MARK SWARTZ: Yes, please.

BENNY WAMPLER:  We'l| al so go ahead and call a

petition of Pocahontas Gas Partnership for pooling of a
coal bed net hane unit AX-103, docket nunber VGOB-03-0318-
1126...28, I'msorry. W'd ask the parties that wish to
address the Board in these two matters to conme forward at
this tine.

MARK SWARTZ: It would al so be Mark Swartz and Les

Arrington.
BENNY WAMPLER: The record will show there are no

others. You may proceed.

(Leslie K. Arrington passes out exhibits.)

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for the
record.

A Leslie K Arrington.
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Q Who do you work for?

A CNX Gas Conpany.

Q Ckay. And what do you do for thenf

A Gas Engi neer.

Q Did you participate in the preparation of

these two applications and the rel ated exhi bits?

A Yes, | have.

Q And did you sign the notices of hearing and
the applications yourself?

A Yes, | did.

Q Both of these applications seek to pool Nora

Field units, correct?

A That's correct.

Q Ckay, who is the applicant?

A Pocahont as Gas.

Q And is Pocahontas Gas Partnership a Virginia

Ceneral Partnership?

A Yes, it is.

Q And are its two partners Consol Energy, Inc.
and Consolidation Coal Conpany?

A Yes, it is.

Q And who are...who do these two applications
request be appointed the Board's desi gnated operator?

A Pocahont as Gas Part nershi p.
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Q Ckay. So, in terns of the applications

showi ng Consol Energy, Inc. but you' re actually requesting

t oday---7?
Yes.
---Pocahontas Gas Partnership be the
oper ator?
A Yes, we are.
Q Ckay. Does Pocahontas Gas Partnership, or

has Pocahontas Gas Partnershi p sought authorization to do
busi ness in the Commobnweal t h?

A Yes, it has.

Q And has it filed a blanket bond with the
Departnent of M nes, Mnerals and Energy with regard to

pl uggi ng and recl amati on obli gations?

A. Yes, it has.
Q Wth regard to these two units, let's | ook
at AX-102 first, | notice that there are sone anended or

revised exhibits. Do you see that?

A Yes, it is.

Q Ckay. And with regard to the other unit
there are no other revised exhibits?

A That's correct.

Q And if you just...would turn with ne for a

monent to Exhibit B-2.
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A Yes.

Q | assune that we have that because we're
addi ng or subtracting sone peopl e.

A Yes. We're subtracting two parties that we
have since | eased.

Q Ckay. So, if the Board nenbers woul d | ook
at the revised Exhibit B-2, which is in the exhibits that you
passed out today, it shows the two folks and it shows the
reason for dism ssal is because you' ve obtained a | ease since
filing this today?

A Yes, we have.

Q Ckay. Wuld then the explanation for the
revision to B-3 be that these two people that you have
obt ai ned | eases from have been renoved from Exhi bit B-3?

A Correct.

Q And with regard to Exhibits E and EE, do you
recall or do you need to | ook at those to know what the
di fference there woul d be?

A It's probably to indicate the | ease...the

differences. W probably have sone...let ne get back to it.

(Leslie K. Arrington reviews the exhibit.)
A Those | eased parties signed royalty split

agreenents.
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Q kay. So, that's the explanation for that?

A Yes, it is.

Q Ckay. So, then Exhibit E and EE woul d
reflect that these folks could be paid directly because they
signed off on royalty split agreenents?

A That's correct. Uh-huh

Q Ckay. Wiat did you...have you listed..
wi th the exception of the discussion that we've just had with
t hese two people that we need to dismss as respondents from
Exhi bit Ax-102, with regard to either of these units, do you
need to add any additional folks as respondents today or do
you need to dism ss any additional people?

A No.

Q Ckay. Wth the exception of these two fol ks
that you' ve | eased between filing and today, are the people
that are...that you're seeking to pool listed in both the

noti ces of hearing and the Exhibits B-3?

A Yes, they are.
Q And what did you do to notify these fol ks?
A W mailed it by certified mail/return

recei pt requested on February the 14th, 2003.

Q Was that true for both applications?
A For both applications.
Q Ckay.
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A And we published AX-102 in the Bluefield
Daily Tel egraph on February the 28th, 2003.

Q And how about publication for AX-103?

A It al so was published in the Bluefield Daily
Tel egraph on the 28th of February, 2003.

Q And have you filed today with the Board in
t he packet of exhibits that we've been referring to proofs of
publ i cation and your docunentation with regard to mailing?

A Yes, we have.

Q These...let's stay with AX-102 again. |If we
turn to the plat map, it shows that we're dealing with a

58. 77 acre unit.

A Yes, in the Nora Field.

Q In the Nora Field. It shows that you're
proposing to drill one frac well, is it?

A That's correct.

Q And is that in or outside the w ndow?

A I't's inside.

Q So, that we're not going to be dealing with

any kind of location plat---.

A Correct.

Q ---or exception here. The...if you could
summari ze for the Board or tell the Board what interest the

operator has...the applicant has acquired to date and what
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interest it needs to pool today.
A Yes. Fromthe revised Exhibit A page two

.1 just checked to nmake sure | had the right nunber. W
have 100% of the coal owners' coal bed nethane interest |eased
and 100% of the coal |eased. W have 60.9527% of the oil and
gas owner's coal bed nethane interest |eased. W're seeking
to pool 39.0473% of the oil and gas owner's coal bed net hane
i nterest.

Q Ckay. The well that we're tal king about
here, it appears that you already have a permt.

A "1l have to |l ook at that. | did not wite
t hat down.

(Leslie K Arrington reviews the exhibit.)

A Yes. The permt nunber for well AX-102 is
5567 to be drilled to a total depth of 2,287 feet at an
approxi mat e cost of $230, 549. 76.

Q Qbvi ously, you have | eased the majority..
well, all of the coal owner claimants and the majority of the
oil and gas claimants. \What terns have you in general used
in | easing that acreage and what terns would you recomrend to
the Board to be included in any order it m ght enter.

A Yes, it a $1 per acre per year for a coal bed
met hane | ease with a five year paid up termwith a one-eighth

producti on paynent.
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Q As | look at...staying again with AX-102, if
we | ook at the revised Exhibit E, that would indicate that
there is escrowrequired here for conflicting clainmnts,
correct?

A It does. It would also...there is also an
unknown in Tract 2B. Conflicting owners in Tract 2A, 2B and
2C and royalty split for sone of the owners in Tract 2B
whi ch woul d be shown on EE.

Q If we stay with Exhibit E, that indicates a
requi renent of escrow because of conflicts in Tracts 2A, 2B

and 2C, correct?

A It does.

Q And then we have people that are either
unknown or unl ocateable, | believe, in Tracts 2B and 2C.

A 2B for sure. | didn't catch the 2C

(Leslie K. Arrington reviews the exhibit.)

A Ckay. Yeah.

Q Ckay. So, that would be an additi onal
reason to escrow with regard to those two tracts because of
t hose unknown or unl ocat eabl e fol ks?

A Uh- huh.

Q Then you have attached in the revised
exhi bits today an updated |list of the fol ks who have entered

into royalty split agreenents, correct?
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A That's correct.

Q And woul d your request to the Board be that
its order allow you to pay the people who have entered into
split agreenents directly rather than escrowi ng their funds
in accordance with the terns of their split agreenents?

A Yes, we woul d.

Q Now, with regard to AX-103, we've previously

indicated there are no revised exhibits for this unit.

A Correct.

Q So, we're dealing with what you fil ed?

A That's correct.

Q Ckay. If you would turn to Exhibit...to the

plat, let's start with that. This is a 58.77 acre Nora unit,

correct?

A Yes.

Q And it has one well?

A Yes.

Q And it's in the drilling w ndow?

A Yes, it is.

Q Ckay. And this...if we look at the tract
identifications, and we'll get to this when we're talking

about escrow, but this appears to have a title issue or a
cloud on title. That there are actually claimnts who have

conflicting title clains to the sane interest.
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A It does.

Q Ckay. And that would be in Tract 27
A Yes.

Q So, independent of any other reason to

escrow, until the title argunent between these fol ks that
you've identified in your tract identifications is resolved
...there is a title...there is a basis with regard to
guestions concerning title to escrowwith regard to Tract 2?

A It is.

Q Ckay. |If we continue through the
application with regard to AX-103 and get...find our way to
Exhibit A page two, could you sunmari ze for the Board where
you stand in ternms of leasing or acquiring interest in terns
of what you' ve acquired and what we're seeking to pool ?

A Yes, we have 100% of the coal owner's
coal bed net hane interest |eased, a 100% of the coal |eased,
99.983% of the oil and gas owners interest for the coal bed
nmet hane | eased. W' re seeking to pool 0.017% of the oil and
gas interest.

Q It does not appear that you have a permt

yet for this well?

A W do not.
Q Ckay. And what's the proposed depth?
A Proposed depth 2,298 feet wwth an estimated
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cost of $231, 118. 83.

Q Now, there is a conflict requirenent that
...for escrowwth regard to Tract 2 as well---?
A Yes.

---independent of a title argunent?

A That's correct.

Q And that's shown on Exhibit E?

A Yes, it is.

Q And it looks like there are no royalty split
agreenents?

A Correct.

Q Is it your opinion, Les, that the

devel opnent plans that are disclosed for these two Nora units
by your application and related exhibits that disclose a
reasonabl e net hod, nanely one well in the drilling w ndows to
devel op the coal bed nethane fromthese two units?

A Yes, it is.

Q Ckay. And would the...would the devel opnent
or production fromthese two wells, one in each unit, benefit
all of the persons having interest in these units and protect
correlative rights?

A Yes, it will.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

120



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Boar d?

KEN M TCHELL: Just a clarification, M. Chairman.

BENNY WAMPLER: M. Mtchell.

KEN M TCHELL: When | | ooked at unit AX-102 under

Exhibit A on the right hand side where the well is actually
| ocated, it appears the well is in the mddle of the road.
Is that a...it that a...| presune that's a road, the double
line...double line that goes fromthe top to the bottom
right?

LESLIE K. ARRINGTON: It's just an old strip bench

and that's the access road going out through the old strip
bench.

KEN M TCHELL: | was just surprised they put in the

m ddl e of the road.

LESLIE K. ARRINGTON:. Right. If we did, we chose

the best location on that old strip bench, which was the old
access road that goes around the strip bench.

KEN M TCHELL: Ckay.

LESLI E K. ARRINGTON: Yeah. And it wll get

substantially wi der where we're there.

KEN M TCHELL: Ckay.

JIMMINTYRE: | have a question.

BENNY WAMPLER: Yes, sir.

JIM MINTYRE: On AX-102, you're showi ng a 40% of
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the gas interest that you're seek pooling for that. That's
in regards to these ten pages of conflict of title?

MARK SWARTZ: Actually, the 40%..we often | ease

peopl e who are in conflict. So, we will take two | eases.

We'll lease the oil and gas owner for one tract and then if
it's severed, we'll also | ease the coal owner. So, if
there's...let's say there's a three acre tract, we m ght

actually have two | eases, one fromthe coal owners and one
fromthe oil and gas owners. So, the fact that people are in
conflict doesn't...you know, is not a reason affecting the
percentage here. The reason that we have 40% outstanding is
if you look at Exhibit B-3...now, if we're going to be
tal ki ng about 102, we probably need to | ook at the anended B-
3. But Exhibit B-3 anended will tell you exactly we have the
40% of the oil and gas outstanding. |In Tract 2A, there is
| ess than half a percent of the unit that we haven't |eased.
It's .44. In Tract 2B, which is 52% of the unit, although
we have | eased sone of those people, there are a great nunber
of themthat we have not. So, ny guess is we've probably
| eased ...you know, just ball parking it, maybe 75% of the
people in that unit and have not...have | eased maybe 25% of
the people in that unit and has not |eased 75% So,
that's...that's the explanation. W're having trouble

| easing the WIIliam Coxton heirs.
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Boar d?

further di

yes.

JIM McI NTYRE: Thank you.

BENNY WAMPLER: O her questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: Motion to approve.

DONALD RATLI FF: | second.

BENNY WAMPLER: Mbtion to approve and second. Any

scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

The next itemon the agenda is a petition from

Pocahontas Gas Partnership for pooling of a coal bed net hane

unit EE-31, docket nunber VGOB-03-0318-1129.

MARK SWARTZ: Mark Swartz and Les Arrington, again

M. Chairman, | would ask the Board to consider conbining

t hirteen,

fourteen and fifteen with the docket itemtwel ve
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that you just call ed.
(Anita Tester passes out exhibits.)

BENNY WAMPLER:  All right. W'IlIl also call a

petition from Pocahontas Gas Partnership for pooling of a
coal bed net hane unit EE-32, docket nunmber VGOB-03-0318-1130;
unit FF-31, docket number VGOB-03-0318-1131; and unit FF-32,
docket nunmber VGOB-03-0318-1132. W'd ask the parties that
W sh to address the Board in these matters to cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington again

BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, could you state your nane for us again,
pl ease?

A Leslie K Arrington.

Q Wo is the applicant in each of these four

pool i ng applications?
A Pocahont as Gas Part nershi p.
Q And is Pocahontas Gas Partnership a Virginia

Ceneral Partnership?
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A Yes, it is.

Q Does it have two partners?

A Yes, it does.

Q And are those two partners Consol Energy,

I nc. and Consolidation Coal Conpany?

A Yes.

Q Wo is it that the applicant is requesting
be designated the Board' s operator in the event these
applications are approved?

A Pocahontas Gas Partnership

Q Ckay. |s Pocahontas Gas Partnership
aut hori zed to do business in the Commonweal t h?

Yes, it is.

Q Has it filed a bl anket bond with the
Departnent of M nes, Mnerals and Energy with regard to
recl amati on and pl uggi ng obligations?

A Yes, it has.

Q | notice as | go through the additional
exhibits that Anita is distributing today that the only one
of these four applications that have revised exhibits as of
today is FF-317?

A That's correct.

Q So, when we get to FF-31, we'll be dealing

with sone revised exhibits, correct?
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That's correct.
Are all four of these units Gakwood | units?

Yes, they are.

o > O »F

Okay. |If we go through the acreage, the EE-

31 unit is actually an 80 acre unit?

A Yes, it is.

Q The EE-32 unit is an 80 acre unit?

A Yes.

Q And the other two units are at the boundary

and they're 89.72 acres each even though they are Gakwood

units?

A | believe FF-31 is 89.72.

Q Ch, it's 89.52 is the | ast one.

A And the other one is 89.52.

Q Ckay. And is the applicant proposing one
well in each of these four Oakwood units?

A Yes, we are.

Q Ckay. And in all instance...three out of
four instances, the well is in the drilling w ndow, correct?

A Yes, that's correct.

Q Ckay. And so...and the exception to that is

with regard to FF-31 and you' ve got a well outside the
drilling w ndow?
A W do.

126



© 00 N o o b~ w N P

N NNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Q And are you addressing that |ocation issue

with M. WIson?

A Yes, we are.

Q kay. |Is the OGakwood Field Rules, as |
recall, kind of put the | ocation exception to the Director
...or the...|l can never renenber his title, but the guy who

heads up the DGO?

A That's correct.

Q Ckay.

A And have you the discussed the issue with
hi m

Q Ckay. Al right. And so because these

woul d be Cakwood | frac wells basically, you're |ooking to
produce coal bed nethane gas fromthe Tiller on down to the
red and green shells?

A That's correct.

Q The...what did you do to notify the people
that you' re seeking to pool of the hearings today?

A W mai |l ed each one of them on February the
14t h, 2003 by certified mail/return receipt requested. EE-31
was published in the Bluefield Daily Tel egraph on February
the 28th of 2003; EE-32 was also on February the 28th; FF-31
was February the 28th of 2003; and FF-32 was March the 1st of
2003.
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Q And have you filed with the Board today
docunentation with regard to mailing on all four of these
units?

A Yes, | have.

Q And have you also filed the newspaper
certificates?

A Yes, we have.

Q Ckay. Wien you publish in the newspaper
what is it that gets published?

A The notice of hearing and exhi bit show ng
the location of the well, Exhibit A-1.

Q Ckay. And when you nmail to people certified
mai |, what do you send then?

A W mail the notice of hearing and the

application---.

Q Wth the exhibits?
A ---with the exhibits.
Q Ckay, so they get basically everything that

we file with the Board?

A That's correct.

Q Have you identified the people that you're
seeking to pool or the respondents in both the notice of
hearing and in Exhibit B-3?

A Yes, we have.
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Q And the one exception to that, and we'l| get
toit eventually, is on FF-31 we've got sone changes to nake?

A Correct.

Q Do you want to add anybody as a respondent
in any of these four applications today?

A No, we do not.

Q But we're going to be tal ki ng about
di sm ssing sone folks in FF-317?

A Correct.

Q Is that the only unit, FF-31, that we're
going to be dism ssing people?

A Yes.

Q Ckay. Wiat terns or |ease...what |ease
terms would you reconmend to the Board for their use in any
orders they mght issue concerning folks that are deened to
have been | eased?

A Yes. Coal bed nethane |lease is a $1 per acre
per year, a five year paid up termwith a one-eighth

producti on paynent.

Q Let's start with EE-31, okay.
A Uh- huh.
Q This unit...wuld you sunmari ze the success

of your leasing efforts and the ownership efforts here?

A. Yes. W have 100% of the coal | eased
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beneath this unit. W have a 100% of the coal owner's claim
to coal bed nethane | eased. W have 19.7625% of the oil and
gas owner's claimto coal bed nethane. W're seeking to poo

80. 2375% of the oil and gas owner's claimto coal bed net hane.

Q If you turn to Exhibit CG--?
A Yes.
Q ---it looks to ne like you don't have a

permt nunber yet, is that correct?

A That's correct. It has been submtted.
Q What's the proposed depth of this well?
A Proposed depth is 2,634 feet at an esti nated

cost of $264, 066. 14.
Q It appears to ne that everyone who is in

conflict has entered into a split agreenent, is that---?

A That's correct.

Q ---is that correct?

A That is correct.

Q So, we have sone conflicting ownership

i ssues but we don't have an escrow requirenent. There's no

Exhibit E---?

A E

Q B

A That's correct. No.

Q And the reason for that is disclosed by
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Exhi bit EE, which details the split agreenents?

A Yes.

Q And it also, | think, would be of interest
to see...to understand that sone of the folks that you're
pooling, although they won't | ease, have entered into split
agr eenent s.

That's correct.
Ckay. And just for exanple, the Horton
fol ks---.

A Yes.

Q ---have a pretty big chunk here and we' ve
been unable to |l ease fromthem But they have been able to
resolve their conflicting clains and are parties to split

agreenents.

A And | mght add on that, we did acquire the
actual well location fromthem

Q Ckay.

A So, the well is on their property. W did

work out a royalty split with themand the coal owner. They
woul d not | ease their interest.

Q But they...but they entered into a contract
wth you where | assune you paid them sone noney for a well
| ocati on?

A Ve did.
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Q Ckay. Wth regard to...that's it for EE-31.
EE-32, this is the other 80 acre unit that we were talking

about. This unit, would you review your standing or
ownership or leasing interest in this unit?

A Yes. EE-32, we have a 100% of the coal
| eased beneath this unit; a 100% of the coal owner's claimto
coal bed net hane | eased; we have 63.7625% of the oil and gas
owners claimto coal bed net hane | eased; and we're seeking to
pool 36.2375% of this...of the oil and gas owner's claimto

coal bed net hane.

Q It looks like this well has a permt.

A Yes, it does, 5649.

Q And the estinated depth?

A 2,551 feet to...for a cost of $251, 445. 71.
Q Now, this unit does have sonme escrow

requi renents, correct?

A Yes, it does.

Q And the tracts requiring escrow are |isted
on Exhibit E as 1A, 1B, 1C and 2A, is that correct?

A That's correct.

Q And t hen sone fol ks have entered into...and
again we see the Hortons---.

A That's correct.

Q ---but sone folks have entered into split
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agreenents. So, we have an Exhibit EE and we're asking the
Board to allow the operator to pay the folks listed in
Exhibit EE directly as opposed to escrow ng their funds?

A That's correct.

Q Okay. The next in order is FF-31. That's
t he one where we have sone revised exhibits, correct?

A That's correct.

Q And | gather fromthe identification of the
exhi bits and your prior testinony that you probably have
| eased soneone, is that correct?

A Ve did.

Q And the person that you've leased is M.

Pl aster, correct?

A Correct.

Q And that's indicated by Exhibit B-2?

A Yes, it is.

Q And are you asking that he be disnm ssed as a

respondent ?

A Yes, we are.

Q And then can |I...can we tell the Board that
Exhi bit B-3 has changed only insofar as Larry Plaster's nane
has been renoved---?

A That's correct.

Q ---because it's no | onger necessary to pool
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hi nf

A Correct.

Q Now, your ownership interest, obviously,
woul d have changed if you | eased nore folks. So, let's | ook
at the revised Exhibit A, page two, which is | ast page of the
exhibits that Anita---.

A Yes.

Q ---passed out today. Wuld you sunmari ze
for the Board where you stand with regard to |easing efforts?

A Yes. W have 100% of the coal |eased
beneath of this unit; a 100% of the coal owner's claimto
coal bed net hane; we have | eased 29.2241% of the oil and gas
owner's claimto coal bed nethane; and 70.7759% of the...
seeking to pool 70.7759% of the oil and gas owner's claimto
coal bed net hane.

Q Wth regard to FF-31, also, if we turn to
the information regarding the proposed well, which was in the
original application, it looks like this well does not have a

permt nunber yet.

A No.
Q Ckay, what's the estimated depth?
A 2,423 feet for an estimted cost of
$241, 624. 79.
Q Now, we al so have title issue in this unit,
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don't we? If we |look at---.

A Yes.

(Mark Swartz reviews the exhibit.)

Q So, in addition to...or having an escrow
requi renent because of conflicts, we've got sone title
problens in 1E, 1K, 1L and 1C, is that correct?

A That's right. Wth the Commonweal t h of
Virginia or VDOT.

Q Right. And so even if those folks entered
into split agreenents, they need to resolve their title
di spute, that's another reason for escrow ng?

A Yes, it is.

Q Ckay, and the last of the four units then is
FF-32, and this is an 89.52 acre unit, right?

A Yes.

Q And what is the extent to which you've been
able to acquire lease interest here and the extent to which
this needs to be pool ed?

A Yes, we have a 100% of the coal | eased
beneath this unit; a 100% of the coal owner's claimto
coal bed net hane | eased; we have | eased 76.1281% of the oi
and gas owner's claimto coal bed net hane; and 23.8719% of the
oil and gas owner's claimto coal bed net hane needs...we're

seeki ng to pool.
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Q And it |ooks, fromlooking at the Exhibit C
with regard to estimated costs, that this well does not have

a permt nunber yet.

A That's correct.
Q VWhat's the estinmated depth?
A 2,392 feet for an estimted cost of
$245, 890. 80.
Q kay, this unit, escrow would be required

and the tracts are listed in Exhibit E, correct?

A Yes.

Q And that...Exhibit E addresses peopl e who
have conflicting clains that require escrow and that applies
in Tracts 1B, 1C, 1E, 1F, 1N, 10 1P, 1Q 1R and 2B, correct?

A Correct.

Q And then as we | ook through this Exhibit E,
you're also showing the tracts in which there's atitle
i ssue. For exanple, Tract 1P, you're showi ng Cross Roads or
t he Commonweal t h.

A That's correct.

Q And in Tract 1R, as in Robert, you're
show ng Phyllis Richardson or the Comonweal th, correct?

A Yes. And you'll notice 1IN and 1Q |
believe, also. Yes, 1IN and 1Q

Q 1Q okay. And then lastly, | believe you
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have sone split agreenents, correct?

A V¢ do.

Q And those are addressed in Exhibit EE?

A Yes, it is.

Q And is your request to the Board that any

order it mght enter allow the operator to pay the folks
listed in EE directly rather than escrowi ng their funds and
to pay themin accordance with their agreenents?

A Yes.

Q Lastly, with regard to these fours Cakwood
frac units, ny first questionis, is it you opinion that this
is a...the plans that are disclosed by these applications and
the related exhibits, do they...is this a reasonable plan to
protect the correlative rights of the owners and | essen the

I'i kel i hood of physical and econom c waste in these four

units?

A Yes, it is.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: | nove for the approval.

Bl LL HARRI S: Second.
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BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify saying yes.

(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you. The

next itemon the agenda is a petition from Pocahontas Gas
Part nership for pooling of coal bed nethane unit Z-39, docket
nunmber VGOB-03-0318-1133. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swart z. | wote to M. WI son

back in...on March the 3rd indicating that we wanted to

wi thdraw this application for our reasons stating in the
letter which you all may or nmay not have. The reason was we
had a voluntary unit and we didn't realize it. So, it
doesn't need to be pooled. So---.

BENNY WAMPLER: [t's w thdrawn.

MARK SWARTZ: (Ckay.

BENNY WAMPLER.  All right. The next itemon the

agenda is a petition from Buchanan Producti on Conpany for

pooling of a coal bed nethane unit BB-100, docket nunber VGOB-
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2 Board in this matter to cone forward at this tine.

3 MARK SWARTZ: Mark Swartz and Les Arrington.

4 BENNY WAMPLER: The record will show there are no

5 others. You may proceed.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us.
A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany.

Q Ckay. D d you participate in the

preparation of the application here, the notice of hearing
and the related exhibits?

A Yes, | did.

Q And did you, in fact, sign both the notice

of hearing and the application?

A Yes, | did.

Q Wo is the applicant?

A Buchanan Producti on Conpany.

Q And i s Buchanan Production Conpany a

Virgi nia General Partnership?

A Yes, it...yes.

Q And are the two partners in Buchanan
Production Conpany CNX Gas Conpany, L.L.C and Consol Energy,
I nc. ?

A Yes, it is.

Q Who are you requesting in this application
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be designated the Board' s operator if the application is
approved?

A Consol Energy.

Q | s Consol Energy, Inc. a Del aware
Cor por ati on?

A Yes, it is.

Q | s Consol Energy, Inc. authorized to do
busi ness in the Commonweal t h?

A Yes, it is.

Q Has it filed a bl anket bond with the
Departnent of M nes, Mnerals and Energy addressing
reclamati on and pl uggi ng obligations?

A Yes, it has.

Q Di d Buchanan Production Conpany sonetine in
the early '90s del egate the responsibility for developing its
properties in the Commonweal th and has Consol Energy, Inc.

succeeded to that del egation?

A Yes, it has.

Q What did you do to notify the respondent
here?

A W mailed by certified nmail/return receipt

requested on February the 14th, 2003. W published in the
Bluefield Daily Tel egraph on March the 1st of 2003.

Q And have you filed that docunentation wth
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regard to mailing and publication with the Board today?

A Yes, we have.

Q s this a Nora unit?

A Yes, it is.

Q s it 58.79 acres?

A Yes, it is.

Q Are you proposing one frac well?

A Yes.

Q Is it...this frac well that you're proposing

or that | guess may...that you're proposing, is it located in
the drilling w ndow?

A Yes, it is.

Q If you | ook at Exhibit A page two, could
you tell the Board nenbers what you have been able to | ease
and what you haven't?

A Yes. We've |eased 100% of the coal beneath
this unit; 100% of the coal owner's claimto coal bed nethane;
we' ve | eased 96. 7682% of the oil and gas owner's claimto
coal bed net hane; and we're seeking to pool 3.2318% of the oi
and gas owner's claimto coal bed net hane.

Q And the only respondent here is Shirl ey
Hess, right?

A Yes, it was.

Q And in this instance, it |ooks like the well
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has a permt nunber?

A Yes, it does, 5584.

Q Esti mat ed dept h?

A 2,261 feet with an estimted cost of
$229, 997. 18.

Q VWhat are the |ease terns that you woul d

recommend to the Board to be included in any order?

A Yes, for coal bed nethane lease it's a $1 per
acre per year with a five year paid up term and one-ei ghth
producti on paynent.

Q You have an Exhibit E here, correct?

A Yes, we do, for Tract 1B and 1F. You m ght
on Tract 1B it has a cloud on title, which also needs...nmkes
it aconflicting claim

Q Then you have...you obvi ously have sone
folks with royalty split agreenents because there's an
Exhi bit EE, correct?

A Yes, it is.

Q And are you requesting that the Board all ow
you to pay the fol ks who have royalty split agreenents
directly rather than escrowing their clains?

A Yes, we do.

Q Is it your opinion that the devel opnent plan

di scl osed by the application and related exhibits is a
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reasonabl e plan to devel op the coal bed nmethane in this unit

and a reasonable plan that will protect the correlative

rights of

Boar d?

all owners?
A. Yes, it is.

MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: So noved.

DONALD RATLI FF: Second.

BENNY WAMPLER: Mbtion to approve and a second.

Any further discussion?

yes.

m nut es. ..

We''d ask

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you very much

BENNY WAMPLER: One final itemthat | have is our

the results of the hearing from February the 18th.

for those of us that were present to...if there's
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any additions or corrections. If not, we'd entertain a

nmotion for approval of those.

DONALD RATLIFF: | nove that they be adopted as
present ed.

MASON BRENT: Mbtion to approve.

BENNY WVAMPLER: A notion. |s there a second?

MASON BRENT: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
yes.

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Before we get away here, |1've gotten a

letter from Consol Energy indicating that they are on the
verge of nerging. There are several wholly owned conpanies
under one nane.

As of April the 1st, Pocahontas Gas Partnership,
Consol Energy at least will be doing business as CNX Gas.

And the Board is going to need to address the succession of
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this name under all its preceding orders. There is precedent
for this. W've done this in the past. The Board has on its
notion issued an order basically stating that this new nane
has authority as given under the old nanmes in the past. So,
|"mnot sure if this needs to be an agenda item or exactly
how you want to handle it. The Board will need to address
it.

BENNY WAMPLER: | woul d say probably upon request

of the applicant at the next hearing that when you go into
t he change and we get all of that of record, then you can
make that request and we'll entertain it.

MARK SWARTZ: Yeah, we have...we have filed...we

have given...we're dealing with our permt issues.

BENNY WAMPLER: Correct.

MARK SWARTZ: We'Il bring that up. There's..

essentially it's in a voluntary transfer. 1It's kind
like...it's a seal of approval of the Board. So,
we'll...we'll take that up with you next tine.

BENNY WAMPLER.  Who is Les going to be working for

t hen?
(Laughs.)
LESLI E K. ARRI NGTON: Yes. Thank goodness we get

rid of these nanes.

MARK SWARTZ: Well, it mght save sone of this
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confusion as to who’s who.
(Laughs.)
MARK SWARTZ: We'll see.

ANI TA TESTER O that pause in between.

LESLI E K ARRI NGTON: Wich one is this.

BENNY WAMPLER: Pure jest. Thank you very mnuch.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, SONYA M CHELLE BROWN, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 9th day of

April, 2003.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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